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“\. “MR. GIMLICK WANTS TO KNOW HOW YOU FEEL 
ABOUT AIR CIRCUIT BREAKERS THIS YEAR, BOSS?” «./ 





Violent reminders are not necessary to demonstrate the 
value of air in electrical protection. I-T-E circuit break- 
ers, thepioneers of the air-immersion principle, have been 
proving the value by safe performance for a half century. 


AIR SWITCHGEAR 


IMMERSED IN AIR © ENCASED IN STEEL 
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ptive folders supe 
ree for your trade. 
for new Catalog 
Prices on Barber 
sion and A ppliance 
s, and Regulators. 


BARBER GAS 


Barber 
Regulators 
Prevent 
Gas Waste 


| lo promote fuel conservation 
is now a vital duty in our 
program of war economy. Every public service corporation, 
as a part of its war effort, is educating the consumer to cut 
down waste of gas or any other fuel. One effective means of 
assuring the utmost efficiency in the use of natural, manu- 
factured, or Butane gas is to advise—on household, com- 
mercial, and especially industrial appliances—the use of a 
reliable ‘pressure regulator. Every Barber Regulator is a 
mechanically perfected device, carefully built of the finest 
materials. You can safely recommend Barber Regulators, 
not only to save gas, but to improve the performance of any 
appliance. 


Barber is now busy on war equipment for our combat 
forces. “For certain essential uses, our regular line of burn- 
ers and regulators is being supplied. After Victory, Barber 
quality products will, as before, be available to all. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER oaccsune REGULATORS 


t Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Instant 


Workholder 


Setting 


Nearest thing to an automatic 


Ito 2° PIPE THREADER 


self-contained 


Fela No.5 


/ 
a 7 / 


Sets to size 
in 10 seconds 


HE RIDGE TOOL COMPANY 


ELYRIA, OHIO, U.S. A. 


OU set it to thread 1”, 14”, 

1,” or 2” pipe by a simple 
10 second adjustment. You 
set the mistake-proof work- 
holder to pipe size by an 
instant turn of the gauge 
ring, tighten only one screw 
—no bushings needed. It’s 
almost automatic. No extra 
chaser dies to carry around 
—one high-speed steel set 
stays in the die stock, cuts 
micrometer perfect threads 
on all four sizes of pipe with 
easy ratcheted strokes. Steel 
and malleable durability. For 
smooth speedy and_ easy 
threading ... ask your Supply 
House for this self-contained 


RIGAID No. 65R. 


fea 
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Pages with the Editors 


HE old joke about the three Chinamen cast 

away on a desert island who made for- 
tunes doing each other’s laundry is funny only 
because three characters were dealing with the 
same commodity cr service. Nowadays, the 
curtailment in production of normal industrial 
and civilian supplies has made it absolutely nec- 
essary for various business enterprises to live 
off each other’s inventories as much as they 
possibly can. 


THE Office of War Utilities of the War Pro- 
duction Board has long had a policy of en- 
couraging various utility companies to swap 
around the “excess” items in their inventories 
among other utility companies. This policy, at 
first voluntary, has now been made virtually 
mandatory. Any utility company which per- 
sists in retaining an inventory of materials or 
supplies in excess of limitations imposed by 
OWU orders would not only forfeit the right 
to further priority allowances, but would stand 
in imminent danger of having the Army or 
some other government agency step in and 
seize the excess supply. 


_ But the “necessity” for living off each other’s 
inventories (which is the title of the article 
by James H. Cottins, beginning on page 210 


HMrkoER'T COREY 


Little Orphan Annie has come to our house 
to stay. 


(See Page 201) 
AUG, 19, 1943 


JAMES H. COLLINS 


War shortages are making intraindustrial 
“swapping” quite commonplace. 


(See Page 210) 


of this issue) brings complications of its own. 
Pricing, listing, ofiers, and acceptances all pro- 
duce little question marks along the way and 
occasionally serious headaches for both buyer 
and purchaser. 


Mr. Cot.ins, author of this article on war- 
time exchange of inventory items, is a well- 
known author and business magazine editor, 
now resident in Hollywood. His writings have 
appeared in numerous publications. 


y this time, most readers of this magazine 

are probably familiar with the more sen- 
sational developments which have taken place 
in the investigation of the Federal Communi- 
cations Commission by the special committee 
of the House of Representatives, headed by 
Representative Cox of Georgia. It may be 
somewhat ironic, but it seems to us that the 
bitter complaint of the FCC about the “star 
chamber” character of the Cox committee in- 
vestigation cannot help but recall the FCC's 
own investigation of the telephone industry 
just six years ago. To some it might also re- 
call the jong, eight years’ investigation of the 
gas and electric utilities by the Federal Trade 
Commission, 
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Another power plant is dedicated! 


Ps hid, The wheels of industry 
are driven chiefly by 

* electrical energy, which 

~ speeds production, re- 

RAE mo paren The 
mew steam electric generating station 
shown above will add nearly 50,000 
horsepower to drive the wheels of 
SOUTH TEXAS industry. 


Designed in April, 1941, it was com 


structed with a minimun: use of critical 
materials, and it embodies the latest 
peers ey which make for high 


States entered the war; 


but the new power plant, which today is 
meeting those demands, is dedicated to 
help win the war for freedom—and to 
the more than 540 employes of the 
Houston Lighting & Power Company 
who have left their families and jobs to 
enter the armed forces of their comftry. 
When victory is earned, this plant will 
“tore be named for one of their 
number. 


tremely vital to the war program. 
Ships, steel, magoesinm, synthetic rub- 


ber and petroleam are but a few prod- 
wets representative of South Texas’ 
mighty coutribution to altimate deci- 


sive victory. 


To provide dependable, low cnst elec 
trie service to these industries and to 
the people of South Texaa who man 
then: is this Company “a privilege and re- 
sponsibility. Te that end the Houston 
Lighting & Power Company dedicates 
—not alone the new 

Wy <n de palat— te tt ‘cea: 

tens resources and ex- 


: ease cicric vot HOUSTON LIGHTING E==—= 


long before the on 


== & POWER COMPANY 


Reprinted from the HOUSTON PRESS, July 7, 1943. 


1-400,000 Ibs./hr. 1000 lbs. Press. 905° F. Temperature. 


RILEY STEAM GENERATING UNIT IS INSTALLED 


RILEY STOKER CORPORATION 


BOSTON NEW YORK PHILADELPHIA WASHINGTON, D. Cc. 
CINCINNATI 


ST. LOUIS 


WORCESTER, MASS. 


HOUSTON 


CHICAGO 


ST. PAUL 


BUFFALO CLEVELAND DETROIT SEATTLE 
KANSAS CITY 


LOS ANGELES 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 


PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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PAGES WITH THE 


Tue FCC chairman and its counsel complain 
that the commission has been given a ragged 
deal with respect to an opportunity to present 
the FCC side of the case. Serious charges have 
been made against FCC, which the commission 
has had no chance to refute, cross-examine, or 
for that matter even examine in underlying de- 
tail. Exhibits proffered by the commission in 
its own defense have been denied admission— 
for the present at least—by Chairman Cox of 
the House committee. 


Turntinc back the pages of history six years, 
we see a similar complaint being registered by 
Counsel Hurd for the Bell system, when Com- 
missioner Walker, then conducting the FCC 
investigation, refused to permit even the intro- 
duction of certain excerpts from a U. S. Su- 
preme Court decision which tended to support 
arguments of the Bell system and to refute 
certain evidence produced by the FCC staff. 
If we turn our pages back still a few more 
years, we see similar complaints being regis- 
tered before the Federal Trade Commission 
by Counsel Weadock, who objected that the 
FTC was proceeding on “ex parte” evidence, 
without opportunity for cross-examination, or 
affirmative defense. 


Yes, these complaints all have a very fa- 
miliar ring, by this time, in the ears of veteran 
Washington observers. It’s only a change in 
the cast which makes the case of the Cox-Fly 
feud a little different. 


As a matter of fact, we recall in 1937 when 
Commissioner Walker ruled out the evidence 
proffered by the Bell system counsel, he made 
an interesting distinction between ordinary 
regulatory procedure and a special investiga- 
tion such as the FCC was then conducting with 
respect to the telephone industry. The FCC, 
under such circumstances, Commissioner Walk- 
er pointed out, was simply doing a2 special job 
for Congress, by direction of -a congressional 
resolution. This put the FCC investigation in 
about the same status as an investigation by 
a congressional committee, which means that 
the FCC was under no compulsion to let both 
sides produce evidence, cross-examine, etc. A 
congressional committee, which is merely col- 
lecting evidence for its own information (pre- 
sumably as a basis for legislation), Walker 
pointed out, can call what witnesses it pleases, 
consider what evidence it pleases, and quit 
when it pleases. It is complete master of its 
own procedure. 


WELL, that is just about what the Cox com- 
mittee has been doing in its investigation of 
the FCC. And while we would not want to 
give as our own cpinion any statement that 
Chairman Cox or his committee has been en- 
tirely fair with the FCC to date, nevertheless 
it does look as if the FCC were getting a good 
old-fashioned dose of its own medicine. As 
the Washington correspondent for the tele- 
phone journal, Teiephony, recently pointed out, 
it “may be another case of somebody being 
able to ‘dish it out but apparently they can’t 
take it.’” 
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EDITORS (Continued) 


LARSTON DVD, FARKAK 


What is behind this Cox-Fly feud and the FCC 
investigation? 


(See Page 216) 


IN this issue Larston D. Farrar, associate 
editor of Nation’s Business, gives us a critical 
analysis of the Cox committee proceedings to 
the end of the July hearings. He also gives 
us the background of the controversy over 
Chairman Cox’s own qualifications to conduct 
a special committee investigation of the FCC. 


> 


UR opening article, entitled “Who'll Give 

Me a Bid?” is the product of the well- 
known Washington author and newspapet 
correspondent, HERBERT Corey, whose articles 
frequently appear in this magazine. 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE present fair value of gas company 
property was determined by the Missouri com- 
mission, which discussed the use of trenching 
machines in the construction of a gas distribu- 
tion system in relation to a reproduction cost 
estimate. (See page 65.) 


THE Montana commission disclaimed juris- 
diction to compel a town to furnish water 
service to dwellings beyond the corporate 
limits. (See page 123.) 

THE next number of this magazine will be 
out September 2nd. 


Ae Colstees 
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FOR ROCK BOTTOM OPERATING 
COST on this non-profit patriotic service, 
Kardex visible pre-calculated ledger forms 
can’t be beat. There is a form to suit each 
employee’s individual plan of bond pur- 
chase. Posting is done simply by date stamp- 
ing on the preprinted form. NO MACHINE 
POSTING, NO BALANCES TO FIGURE! 
Absolute accuracy, and economy, with cler- 
ical time cut to the bone. 


WAR BOND PAYROLL DEDUCTION ACCOUNTING 


BOND PURCHASE IS EASY! Colored 
Kardex signals tell when a bond purchase 
has been completed. No need to refer to 
every card. And, most important, the U. S. 
Treasury Authorization Card, filed beneath 
the deduction record, provides full purchas- 
ing information! Lose no time in installing 
this time saving, money saving Kardex sy- 
stem. Mail the coupon printed below today 
for a free, fully informative folder. 


REMINGTON RAND INC. —- BUFFALO, NEW YORK 


Please send your new free folder on War Bond Deduction Accounting. 


Name 


} 


Another Application of KARDEX—the WARTIME “EXPEDITER”’ 
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YEARS 


of 


SERVICE 
with 
-no trouble 
-no maintenance 


SOOT BLOWERS 


Last fall a check was made 
by Vulcan engineers on a soot- 
blower unit installed 4 years 
before in a twin furnace steam 
generator job at Oil City, Pa. 


The engineers found that 
the unit had completed its 4th 
year of operation without one 
instance of servicing, repair, 
or maintenance having been 
required. 


Because of the advance de- 


sign of this boiler, involving 
new features in soot-blower 
design and construction, 
Vulcan engineers had inspect- 
ed the installation regularly 
for many months. But the en- 
gineering was sound. No trou- 
ble of any sort developed. Op- 
erators reported perfect clean- 
ing, reasonable cost — and 
VULCAN Soot Blowers were 
again specified on a duplicate 
steam generator installation! 


Write for Details Today 


VULCAN SOOT BLOWER CORPORATION + DU BOIS - PENNA. 


GLC 


SOOT BLOWERS 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNnTAIGNE 





“The American people respond better to a statement 
of the need under the word ‘please’ and ‘serve’ than they 
do under the word ‘verboten.’ ” 


> 


“|... the very issues which our boys are fighting for 
abroad, the four freedoms, will have to be fought for 
at the ballot box on the home front in 1944.” 


> 


“T believe that an old-line government agency must be 
converted to serve the needs of victory, just as much as 
any other public or private institution or business.” 


> 


“In my judgment, the public interest does not and will 
not under our constitutional system require government 
competition with private business, using the taxpayer’s 
money to destroy his own opportunities.” 


» 


“In the case of air commerce, the economics of which 
are interstate and international, there can be no justifica- 
tion for differing local requirements. And the special value 
of aviation, speed, and mobility would be impaired, if not 
destroyed, were varying state regulations ever to arise.” 


* 


“Pressure groups seldom are spontaneous. Usually they 
are conceived, nourished, and perpetuated to exploit the 
many for the benefit of the few. They are iniquitous be- 
cause they undermine national unity, breed class con- 
sciousness, prostitute sincerity in politics, and propagate 
the idea that one segment of society can profit by gain- 
ing the upper hand.” 


* 


“Governments have only the money they take from the 
people. Like men, governments have only a limited 
amount of credit. After a certain sum is spent, a man’s 
credit is gone. This fact applies equally to governments. 
No government can go on indefinitely spending the money 
of the people. If this happens, finally we will all be work- 
ing for the government and our free enterprise, oF 
capitalistic system, will be lost and our standard of living 
and our standard of culture will be lowered.” 


12 
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THREE WAYS 


to get more out of your 
Burroughs machines 





USE ALL SHORT-CUTS 


Make sure operators are thoroughly familiar with 
and are using all of their machines’ automatic fea- 
tures, keyboard controls and .other special time- 
saving advantages. Write related records as one 
operation. Obtain statistics and figures for reports 
as a by-product of regular posting routines. 


KEEP THEM IN GOOD CONDITION 


Right now you can arrange for regular, periodic 
inspection, lubrication and adjustment of your 
Burroughs machines, to safeguard your office from 
emergency repairs and the delays they entail. A 
standard Burroughs Service Agreement provides 
this efficient protection at a moderate, predeter- 
mined cost. All work is guaranteed by Burroughs. 


USE GOOD SUPPLIES 


Your machines will produce better work if you 
use Burroughs carbon paper, roll paper, ribbons 
and other supplies. They are manufactured to the 
exact specifications determined by Burroughs’ 
experience. They are economical, too, with 10% 
to 40% discounts for quantity purchases. 





Are you taking all these steps to get the most out of your 
Burroughs machines today? If not, call the local Burroughs 
office or write Burroughs Adding Machine Co., Detroit. oe - ~ —. ~~ 


The manufacture of aircraft 
equipment for the Army Air 


4 Forces, and the manufacture 
urroughs = | 25 
accounting equipment for the 

. Army, Navy, U. S. Government 

and the nation’s many war 

ADDING, CALCULATING, ACCOUNTING AND STATISTICAL MACHINES activities, are the vital tasks 


MAINTENANCE SERVICE e OFFICE MACHINE SUPPLIES assigned to Burroughs in the 
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“The small businessman has become the ‘orphan child’ 
of our government. His relief up to date has been chiefly 
glowing promises and the spending of propaganda money 
to make him believe something was to be done in his be- 
half. If small business perishes it will be a national disas- 
ys hee pid 


¥ 


“The conclusion is inescapable that tomorrow’s world 
will be an international world. America is destined to play 
a leading role in this international world. In reaction 
against the war, and to avoid foreign entanglements, many 
among us would like to encase the country in a hard shell 
of supernationalism. Experience shows only too clearly 
that reversion to such a policy would only lead to a war 
for another generation of Americans. We cannot avoid 
our international responsibilities even if we would.” 


* 


“The Federal government now has a civilian staff of 
more than two and a half million people—two and a half 
times the number needed in the last war. To put it an- 
other way, this is a staff of adults almost as. large as the 
whole pepulation of the Kingdom of Norway. Aside from 
the countless numbers in routine work, this great number 
includes many of the ablest scientists, scholars, business, 
and professional leaders of the nation. At home they were 
great producers, great leaders. Lost in the catacombs of 
Washington, their capacity seems to be so sterilized and 
counterbalanced that their usefulness is lost to their state 


and also to their country.” 


> 


“Whatever may be said of the performance of in- 
dustry in general in the country’s war effort it seems that 
in the matter of power and transportation—two great 
fundamentals—the country is being very well served. In 
the ma‘ter of power each year sees more current pro- 
vided for less money per unit of product. Yet only a few 
years ago a governor of a great state publicly charged 
that the domestic consumer was being overcharged 
$500,000,000 per annum. Last year the total revenue 
from this source was no more than $815,000,000 or so! 
Curious phenomenon, that antiutility war of the last dec- 
ade! Will it be resumed after we get through the present 
job?” 

S 

“If the Republican party should offer the American 
people an able, dependable, and forceful candidate next 
year they will change horses while crossing the stream. 
They will do this in spite of the fact that the organized 
labor vote of some 8,000,000 and the 3,000,000 persons on 
the Federal payroll are likely to support Roosevelt... . 
So long as Mr. Roosevelt is President the country will 
stand behind him in the conduct of the war. Indeed, the 
country would stand behind any President in any war 
emergency. .. . But they have had enough of the New 
Deal.” 
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e Your twenty year old 
switching equipment might 
still carry the load for which 
it was intended. However, 
today’s growing demand 
requires today’s modern 
thought and methods. 


e Why not guarantee 
continuous service to your 
customers with modern 
efficient R&1E equipment? 
Build up a favorable public 
acceptance with a stream- 
lined R&IE substation. 


For the whole job—Indoor 
and Outdoor switching equip- 
ment, distribution equipment, 
or substation design—R & ILE 
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— (RINVELL MULSIFYRE— 


Snuffs Out Oil Fires with 
Mulsifying Spray of Water! 


A STUBBORN OIL FIRE... 


In generating plants, switch yards, sub- 
stations .. . wherever oil-filled apparatus or 
lubricating systems are employed... 
Grinnell Mulsifyre Systems now give per- 
manent, positive protection against oil fires. 
The instant the system is turned on, either 
manually or automatically, a driving spray 
of water strikes the oil .. . churns the surface 
into a non-flammable emulsion . . . smothers 
flames within a few seconds! The water 
soon separates itself from the oil as the 
emulsion breaks down. 


This simple, positive method of extin- 


WHAT MULSIFYRE SPRAY 
LOOKS 


LIKE... FIRE OUT, WITHIN 5 SECONDS! 

guishing oil fires was developed and 
patented by Grinnell . . . and is incorporated 
in Mulsifyre Systems by means of a special 
discharge nozzle, the Grinnell Projector. 
Since its introduction, “Mulsifyre” has been 
accepted internationally by utilities and 


and by the U. S. Navy for 


bilge-protection of oil-burning ships. 


industries .. . 


Write for detailed information on 
“Mulsifyre” Systems and their applications. 
Grinnell Company, Inc., Executive Offices, 
Providence, Rhode Island. Branch offices 
in principal cities of U. S. and Canada. 


GRINNELL 


AUTOMATIC SPRINKLER FIRE PROTECTION 
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And here are charac- 





WHAT'S THE DIFFERENCE BETWEEN 
TRANSITE Cowows7 and TRANSITE Aoxoucr 7 


feristics that Transite Conduit 
and Transite Korduct have in common. . . 


1. Incombustible ... Made of 
asbestos and cement, Transite 
Ducts won’t contribute to the 
formation of dangerous smoke, 
gases or fumes. When burnouts 
occur, they give maximum pro- 
tection to adjacent cables and 
equipment. 

2. immune to Electrolysis... 
Transite Ducts are entirely in- 
organic, non-metallic, cannot be 
affected by electrolysis. 


3. Smooth bore... Cable pulls and 
replacements are easier . . . dam- 
age to sheathings is minimized. 


4. Easily installed... Their com- 
bination of light weight, long 
lengths and quickly assembled 
couplingssspeeds up work. 


For details and specifications, 
write for Data Book DS-410. 
Address Johns-Manville, 22 East 
40th Street, New York. 


TRANSITE KORDUCT— 


f 
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Equipment Lessons 
LEARNED IN WAR 


Will Help You 
When WAR IS DONE 


TOTAL WAR has brought a liberal 
education in machinery maintenance to 
all branches of industry—an “acceler- 
ated” course, so to speak. Lessons 
learned in war have taught both equip- 
ment users and dealers how to make 
machinery last longer and work harder. 
Users and dealers have acquired wider 
knowledge of the use and maintenance 
of equipment. They have been forced, 
through shortages and restrictions, to 
perform the “impossible” in keeping 
equipment operating. They've fixed it 
up, made it work, made it last. 


POWER 


FOR 


The experience gained in wartime will 
benefit industry everywhere when war 
is done. 


‘ 


When war is done... then Interna 
tional Industrial Power dealers will 
have new TracTracTors, Wheel Trac- 
tors and Power Units for you again. 
Dealers will back up sales of new equip- 
ment with a vast store of machinery 
“know-how” that will help solve your 
postwar power problems. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


VvicTorRY 


INTERNATIONAL HARVESTER 
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MANPOWER 
YET SPEED 


TRANSMISSION 
LINE ERECTION 


COLUMBUS, OHIO 


NEW YORK — CHICAGO 








y hroughout the country our trained men 


are ready to help you meet today’s unprecedented 
demand for power. In the erection or maintenance 
of transmission lines . . . regardless of distance or 
terrain... Hoosier experience and special equipment 


guarantees efficient and economical service. 


ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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SAVE 50% * 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD | 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal Toronto 
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Empire Victory Meter 


WITH THE SUPER-SENSITIVE 
BALANCED OSCILLATING PISTON 


Tae secret for the accuracy and durability of the Empire 
Victory Meter lies in the balanced oscillating piston design. 
The perfect balance in this piston is attained by the location 
of the web at the vertical center of the piston. The pressure 
on both sides of the web is thus equalized, resulting in a 
piston that practically glides between the top and bottom 
halves of the measuring chamber. 
This virtually frictionless operation results in a sensi- 
tivity that catches and measures even the lightest flow rates. 
dis- The balanced oscillating piston is only one of the A Fully Protected Iron Case Water Meter 


many features of the Empire Victory. Others include a triple with Clear Vision All-Glass Register Box 








r to rust-proofed cast iron outer case; the Pittsburgh-National 
ion, developed all-glass register box; an interior design requir- 
bl ing only three bronze castings and no screws. 
€ The Empire Victory is a war model meter only to the 
ing. extent that in its construction 70 per cent of the bronze 
normally used has been conserved. Every precaution has 
eds been taken to produce a meter that will serve faithfully and 
. always measure accurately during a long and useful life. 
ing, 
our 
i PITTSBURGH | EQUITABLE METER COMPANY The Famous Empire Oscillating Piston 
b in son cous goad mp — erg te oe get vos anaes weno Design, R ible for the A y 
Swcace samascry NATIONAL METER DIVISION. Brooklyn. N.Y. sewrom ‘nse and Long Life of All Empire Meters 
INVEST TODAY IN BONDS FOR VICTORY 
and 
‘ion. 
oe 
1S. <a yy ~~ se Y 
/ I; a & Ahn 
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Freedom as we have always known it 
is worth any effort needed to preserve it, 
and, for that reason, America is today 
defending with the combined resources of 
the nation our right to continue living in 

our established pattern. Industry's part of 

_ the war job is its vast production of ships, 
tanks, guns, and other kinds of fighting 
machines and materials. 

And in the background of this visible 
more dramatic production. operate 
public utilities, supplying unrationed 

power for both war and civilian needs at 
} rate never before attained. 

ce B&W Boilers are supplying the 

am in a large proportion of these pub- 
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lic utility and industrial power 
for propelling naval and cargo ships, 
is playing a substantial part in this 
war effort. B&W engineering and pro- 
duction skill have built into its boilers the 
stamina to endure today’s gruelling drive. 
With today's accelerated experience 
yielding more complete answers to such 
problems as behavior of metals at high 
temperatures, action of fuels in slag-tap. 
and dry-ash furnaces, circulation in high- 
capacity high-pressure boilers, separation 
of steam from water in boiler steam drums, 
and other related problems, the boilers of 
tomorrow should be even better able to 
serve industry. 


B&W Radiant Boiler in an eastern central 
station—Capacity 400,000 Ib. steam per hr. 


ey Ii 
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IN PLANTS OF ALL TYPES 


TODD BURNERS 
ARE WORKING FOR VICTORY 


Wherever trouble-free, depend- 
able combustion of liquid and 
gaseous fuels is a necessity... 
on land or sea... Todd Burners 
are delivering unsurpassed per- 
formance in the production of 
heat and power. 


TODD BURNERS *® * ON 


Public 


THE 


FIRING LINE OF AMERICA’S WAR PRQDUCTION FRON 
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Suddenly, a pack of sleek, hungry hunters hurtle 01 
of the sun and pounce on their favorite prey-t 
Luftwaffe. They’re the newest American fight 
planes. Piloted by the best fighters in the worl 
they’re as fast as lightning and as deadly as cobras.. 
they hit like thunderbolts and fight like wildcat 


Such planes are the result of the miracles worked} 
American industry. They are now going out to eve 
fighting front .. . a vivid testimonial to the produt 
tion achievement that has made them possible. 


The fighter plane was perhaps the toughest nutt 
crack. But all along the line... tanks, ships, gus 
bombers... there were knotty problems that wel 
straightened out, overcome, because of the skill a 
the will of American industry. 


TODD SHIPYARDS CORPORATION 


TODD COMBUSTION DIVISIO 
60! West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVEST 
SEATTLE BUENOS AIRES LONDON 
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Doors that 
SAVE 
STEEL 
for 
irtle ou W AR 
ef NEEDS 
world Write today, 
hres. for 
rildcat 


bulletin 37. 
rked D 


0 eve 


steel rolling 


KINNEAR 


i d interlap- 
i ration ..+ @ rugge 
mooth, quick, easy ope 
pene curtain that coils compactly out of the way 
and out of reach of damage -- 
in floor, wall and ceiling space 


. maximum savings 
against wind and weather 


. . full protection 
choice of motor or 
manual control... neat, modern appearance! The 


Kinnear WOOD Rolling Door duplicates these 


famous advantages of the Kinnear Steel-Roll- 
ing Door with maximum savings in war- 
vital steel! Any size, for new construction or 
peggy The Kinnear Manufacturing 
., - i 
2060-80 Fields Ave., Columbus, Ohio. 
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IN TESTING WATER METERS 


ITH a 1/16” stream (a 1/16” orifice 
W.. a thin plate) at 60 Ibs. per 
square inch, the smallest rate of flow 
will be about half a gallon a minute: 
and depending on the edges of the 
hole, it might run as high as 9/10 g.p.m. 


VEN with only 40 Ibs. pressure the 
scene would be .44 g.p.m., a 
flow which is still nearly double the 
desired low flow test rate for the 5/8” 


meter. 


62 


OWEVER, with a good rate of flow 
H indicator it is possible to obtain 
easily and with accuracy, at any pres- 
sure, the desired test rate of 1/4 g.p.m. 
for the 5/8” meter. This is next to im- 
possible with a fixed orifice. 


HE Neptune Rate of Flow Indicator 
s a simple, positive, and inexpen- 
sive device which may be applied to 
any test bench. Your Neptune Repre- 
sentative will be glad to arrange for a 
demonstration. 





NEPTUNE METER COMPANY ¢ 50 West 50th Street ¢ New York 20, N. Y. 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE.., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., Long Branch, Ont., Canada 
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R L FURNISHED MORE THAN 25,000 FT. OF 
IC-WI PREFABRICATED INSULATED PIPE CONDUIT 













ee. 
"0% 
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For Terrace Village Housing 
Unit No. 2 in Pittsburgh 


Fuel savings of 15% or better are made possible in this 
mammoth project by a central heating system. Ric-wil 
pre-fabricated pipe units provide the insulation and pro- 
tection for the entire underground distribution system. 





A total of 83 buildings, comprising 1851 living suites, are supplied 
with heat and hot water from a central plant, through an under- 
ground distribution system containing over 25,000 lineal feet of 
Ric-wil pre-sealed Insulated Pipe Units. High-pressure steam from 
the plant is piped through Ric-wil steam conduit to six scattered 
stations where hot water is generated and circulated through Ric-wiL 
conduit to all the buildings, for heating and hot water supply. Thus 
line of Racal. comdudt from anchor to, boiler the project realizes the economy of steam, and the temperature control 


Sesulting-Colnsector: Salil Calitnteesdewa acces and convenience of hot-water heating. 
sores are prefabricated and shipped with order. 





, All conduit was factory pre-fabricated and shipped pre-sealed to the 
x : site in convenient lengths. Installation was made in record time, with 
——_ a" a minimum of excavation and backfill, saving countless man-hours 
3 se and interfering little or none with other construction. The system is 
highly efficient, permanent, and maintenance-free—typical of all 

Ric-wiL engineered projects. 


Eo 


i 









Ric-wiL Insulated Pipe Units are ideal for hospital, school, 
industrial or municipal installations of all kinds. Let us 
show you their advantages on your next construction project. 


34 | F INSULATED PIPE CONDUIT SYSTEMS 
IC-WI THE Ric-wi1L COMPANY - CLEVELAND, OHIO 


AGENTS IN PRINCIPAL CITIES 
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TEST MADE AT APPROXIMATELY IOOOFEET GROSS HEAD 


EFFICIENCY — PER CENT 


30000 40000 50000 
HORSEPOWER 


FIELD TEST CURVE 


for 
60,000 H.P.—925’ NET HEAD—450 RP 
VERTICAL FRANCIS TURBINE 


Built by 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 
Newport News, Virginia 


Our facilities for building turbines, 
valves, rack rakes, gates, etc., are now in 
use for constructing ships for the Navy. 
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; : Save to Win ‘ . n i | 
ese four simple rules »22IS a vita princip ] 


of battery care: 


of utility opergtion! 


Keep adding approved water at 
regular intervals. Most local water ‘ 
is safe. Ask if is safe. ‘ F $ 

Se ee hee eee Conservation of materials is g@ new story 
Keep the top of the battery and mes stsos 
battery container clean and dry at to ; the syn who shen pub 4 utilities. 
all times. This will assure maximum With thrift and efficiency they e always 


protection of the inner parts. be 
planned for conservation. 
Keep the battery fully charged— 
but avoid excessive over-charge. ’ 
A seraan eahaee ae: lok. iodegee They’ve squeezed the last ounce of use 
when charged at its proper voltage. out of materials and equipment in their 
Record water additions, voltage, care . . . and today, that need is intensified. 
and gravity readings. Don't trust 
your memory. Write down a com- ss : 
plete record ‘of your battery's fife One helpful principle to follow is that of 
history. Compare readings. “Buy to Last—Save to Win.” Buy quality 


If you wish more detailed information, or products and equipment, then care for it to 
have a special battery maintenance prob- ° 
lem, don't Resielel te: wile 96 Midds. avoid needless replacement. That conserves 


We want you to get the long-life built . : ‘ 
into every ttle ditions ak fer baste’ raw materials, labor, and space in factories. 
Form 3225. It frees these productive elements for essen- 


E > Q tial war production. 
XI € THE ELECTRIC STORAGE BATTERY CO. 


CHLORIDE Philadelphia 


BATTERIES Exide Batteries of Canada, Limited, Toronto 
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Attilities Almanack 


Due to war-time travel restriction, conventions listed are subject to cancellation. 


@ AUGUST @ 


{ American Institute of Electrical Engineers will hold national technical meeting, Salt 
Lake City, Utah, Sept. 2—4, 1943. 














4, National Association of rg ry and Utilities Commissioners will hold annual meeting, 
Chicago, Ill., Sept. 14-16, 1943 





q Municipal at Utilities Association of New York State will hold conference, Lake 
Flacid, N. Y., Sept. 15-17, 1943. 





q Association of Electrical Leagues will convene, Cincinnati, Ohio, Sept. 16, 17, ‘ey 
1943, 





4 Southern and Western Governors will hold joint conference, Denver, Colo., Sept. 17, 18, 
1943, 





q Pacific Coast Gas Association will convene, Los Angeles, Cal., Sept. 22, 23, 1943. 





q Pennsylvania Electric Association will hold annual meeting, Pittsburgh, Pa., Sept. 23, 
1943. 





q International re gg fy of Electrical Inspectors, Northwestern Section, opens conven- . 
tion, Seattle, Wash., 1943. 





q Association of Iron & Steel Engineers will convene, Pittsburgh, Pa., Sept. 28-30, 1943. 





q National Safety Congress will hold meeting, Chicago, Ill., Oct. 5—7, 1943. 





4 American Gas Association will hold annual meeting, St. Louis, Mo., Oct. 11-13, 1943. 





4] International Association of ee Inspectors, Southwestern Section, begins @ 
meeting, Los Angeles, Cal., 1943. 





q Electrochemical Society will hold fall meeting, New York, N. Y., Oct. 14, 15, 1943. 











SEPTEMBER "7 


it 1| W C q American Pig 3] of Mechanical Engineers will hold conference, New York, N. Y., Nov. 











29-Dec. 3, 1943. 
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A mural by Ezra Winter, reproduced by courtesy of Bank of the Manhattan Company 


This is a shipping scene at the Battery in 1799. The merchant fleet of that day 
was an important factor in the business of New York city, when her 
leading merchants formed the Manhattan Company. 





Public 


tilities 


FORTNIGHTLY 


Vor. XXXII; No. 4 


AUGUST 19, 1943 


Who'll Give Me a Bid? 


A question sure to be asked by Uncle Sam, who at the end of the 

war will have on hand not less than twenty-five billion dollars 

worth of surplus goods which must be disposed of as a partial 
means of lessening the staggering tax burden. 


By HERBERT COREY 


hammer will begin to rat-tat 

like a machine gun all over the 
United States. The greatest bargain 
sale of all time will be under way. That 
is an understatement. If Ptolemy had 
offered the Pyramids at a dime a dozen 
plus a kiss from Cleopatra the prospect 
for buyers would have been no 
brighter, 

ItsM—The United States will be 
left with not less than twenty-five bil- 
lion dollars worth of surplus goods on 
hand. The sum is spelled out instead of 
being set down in figures. This cannot 
make it more comprehensible, for the 
mind cannot grasp the idea. Too many 
billion dollars for us. It does seem to 


QO NE of these days the auctioneer’s 
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put the finger on the sum. Stated in 
words, it is more shocking than would 
be a row of little zeros. 

ItEmM—The United States will be 
left with no one knows how many acres 
of real estate on hand. This is literally 
true. The greatest cash-down real es- 
tate deal in history has shifted and is 
shifting so rapidly that no one can tell 
how many acres have been taken over 
for Army and Navy use. The govern- 
ment owns about 2,000,000 acres 
which have been taken over for can- 
tonments and the like. Barracks and 
sanitation and waterworks have been 
put in. Much of this land had been pro- 
ductive farm land. 

It—EM—The government has with- 
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drawn about 7,000,000 acres from the 
public domain ruled over by Secretary 
of the Interior Ickes, for bombing 
ranges and aviation instruction. An- 
other lot of 2,000,000 acres has been 
earmarked for the same purposes and 
24,000,000 more acres have been made 
available if needed. There is reason to 
believe that much of this land will be 
held permanently in government con- 
trol. World conditions seem to be 
forcing on us a foreign policy which 
involves keeping in readiness a strong 
Army and a formidable Navy. These 
lands will be indispensable for the use 
of such armed forces. 

ItTEmM—The government has invest- 
ed thirty billion dollars in industrial 
plants and equipment in order to se- 
cure production on its seventy-five bil- 
lion dollars or more contracts for war 
purposes. Like all the figures available 
at present this is a rough approxima- 
tion. No one has information which 
would make the classification of this 
thirty billion dollar investment pos- 
sible. The government owns outright 
in some cases, is a partner in others, 
holds a mortgage in still others, and in 
some enterprises owns, loans, and is a 
partner in agreements as indefinite as 
mist. This is not a criticism. The most 
valuable thing the Army and Navy 
bought in 1942 was time. They paid 
whatever price they had to pay. 

ItEmM—The government owns in 
whole or in part various hydroelectric 
enterprises of indefinite and varied 
scope. Bonneville, Boulder dam, and 
TVA are samples. The methods of 
capitalization are as unalike as the fig- 
ures in a kaleidoscope. For the most 
part they have been in more or less com- 
plete operation long enough for the peo- 
ple in their immediate vicinities to form 
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a fair idea of their present or future 
worth. In this, “worth” is not to be 
measured in dollars, for the extrava- 
gances of their creation will in many 
instances seem sheer idiocy to the his. 
torian. Idiocy or shameless corruption, 
At present “worth” is to be construed 
as meaning value to the community, 
We spent millions on the first war’s 
Muscle Shoals and it wasn’t worth a 
dime to anyone. 


€ Bees five items comprise the bulk 
of the disposable property which 
the government may set up as an offset 
to the load of debt the people must 
carry as a result of war and prewar ex- 
penditures. The present estimate is 
that this debt will be no less than three 
hundred billion dollars. It may touch 
four hundred billion dollars. It is quite 
impossible to be more precise, for no 
one knows when the war will end. It 
should be observed at this point that 
the war is not being won as easily and 
rapidly on the fighting line as on the 
first pages. In high military quarters 
the opinion is held that the Germans 
will not be defeated before the end of 
1944. It must be understood that the 
hardest fighting lies ahead on the Eu- 
ropean continent. The war with Japan 
will presumably continue after this 
date. No one in authority, speaking off 
the record and in candor, will attempt 
to suggest how long we may be fighting 
the Japanese. 


HEN we have cleaned up on Ger- 

many, then, we may consider the 
Pacific war as a form of national in- 
dustry, of uncertain duration, and at 
an enormous annual loss. This loss in 
the East will be accompanied by an 1n- 
definite outgo for setting up some kind 
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of a peace-keeping machine in Europe. 
It would be sheer nonsense to attempt 
to predict what this machinery will be. 
There is sound congressional opinion 
to the effect that it will comprise 

a. a working alliance with Great 
Britain and Russia to forbid German 
rearmament, 

b. an admission that these two pow- 
ers will take what territory they want 
or need, and 

c. consent that Germany may reor- 
ganize her affairs, because outside in- 
terference would merely bring about a 
repetition of the Nazi insanity. This 
is admittedly not a plan for justice but 
of realism. Nazi criminals, the mass 
murderers, the killers of innocent 
hostages, will be dealt with—if at all 
—by the countries in which their out- 
rages were produced. 


iy is reasonable to assume, then—it is 
assumed in high congressional quar- 
ters—that when the war with Germany 
is definitely ended we will be able to 
take account of stock at home. The 
immensity of the debt burden will force 
this on us for when the fury of war be- 
gins to die down the taxpayers will be- 
gin to call for relief. Recent events in 
Congress have made it clear that un- 
limited expenditures by the executive 
branch of our government will no 
longer be tolerated. Byrd of Virginia 
has pointed out, for instance, that the 
Federal government employs two and 


e 


three times as many people as the state 
government in many states. Every 
Congressman with whom I have talked 
said that he expects to encounter on his 
summer vacation nothing less than 
fury in the people at home. A sharp re- 
duction in governmental costs seems 
certain. Not immediate, of course. The 
jobholders will put up a mighty battle 
in 1944. But sure. 

As to our offsetting assets : 

ITEmM—From the twenty-five billion. 
dollars of surplus goods certain deduc- 
tions must be made. It is quite impos- 
sible to establish a clear idea of these 
prospective totals. The guns and roll- 
ing stock and equipment furnished our 
Allies under the lend-lease fiction may 
be written off in toto. It was never ex- 
pected these items would be returned to 
us. The political pledge was made just 
to soften up our people, who were not 
conditioned to the costs of war at the 
time the lend-leasing was made policy. 
Even if they could be returned we 
would not want worn-out goods. Some 
material of the military sort will be 
given to some of our Allies. Brazil, for 
instance, and Chili and Peru, and the 
Central American countries neighbor- 
ing the Panama canal will be given 
artillery and planes in return for cer- 
tain pledges of friendship and commer- 
cial codperation. The present plans are 
to be extremely generous to China, both 


war employment as a safeguard against mass unemployment. 


q “THE Associated Press recently surveyed the plans for post- 


Suggestions involving almost four billion dollars are assum- 
ing definite form, but it is to be noted that these plans do not 
—at least in their present form—involve the participation of 
the Federal government to any extent. The conclusion must 
be that they will be put in operation by the communities when 
and to the extent that they will be practical.” 
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in military equipment and in such 
peace-time valuables as trucks and 
clothing. These transfers will be made 
as soon as Germany has been smashed 
and will be used at once against Japan. 
Whatever is needed for reserves from 
the twenty-five billion dollar surplus 
stock will be warehoused for the large 
Army we must maintain. 


[ is proposed that we shall be as gen- 
erous as possible with this twenty- 
five billion dollar surplus stock. The 
more we can get rid of on terms that 
offer us some form of profit or protec- 
tion the better off we will be. That is 
the argument. After the first war we 
had surplusages valued at five billion 
dollars on our hands, it took us the 
services of 10,000 men for four months 
to inventory them, and when they were 
finally sold on the open market at from 


5 per cent to 40 per cent of their orig- 
inal cost they smashed that market 
wide open. War goods stores were 
opened everywhere to dispose of them 


at ridiculous prices. Machine guns, 
rifles, revolvers, shoes, and other mate- 
rial suitable for the Prohibition era to 
come were on sale on Pennsylvania 
avenue. (I saw them.) The auto in- 
dustry was hurt by the sale of Army 
vehicles. Blankets that cost the govern- 
ment $12 were sold for $2 a pair. In 
an effort to guard against this inevi- 
table injury to American industry the 
government sold quantities in France 
for almost nothing. Much of it was 
given away. The buyers exported their 
purchases and gifts to the United 
States and undersold our own people. 
The present plan is to restrict our gifts 
—and some sales—to other countries 
to items that will be of value to our in- 
dustry through the sale of parts, etc. 
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There will be little realized from the 
twenty-five billion dollar surplus goods 
stock. Little by comparison. During 
the period of conversion from war to 
peace business there will be a demand 
for the things immediately needed by 
our people. Our trucks will be worn 
out, our automobiles will be about 
ready for the junk pile, the mountains 
of canned goods and underwear can be 
sold to hungry and ragged people. 
Boats now used for offshore guards 
will get back into circulation for fish- 
ing and pleasure. Four months after 
hostilities cease with Germany our own 
manufactures will come into the mar- 
ket to some extent, and in larger quan- 
tities progressively. One of the gov- 
ernment realists thinks we may make 
a net recovery of two or three billion 
dollars. No more than that, and he 
thinks he is foolishly optimistic. 

IT—EM—There will be a considerable 
recovery from the war purchases of 
real estate. Already the government is 
trying to get rid of the Stevens and 
Congress hotels in Chicago, and scores 
of other hotels elsewhere. The old- 
fashioned hotels, with their big rooms 
and high ceilings, located along the two 
coasts, will mostly be kept for hospital 
and similar uses. The modern hotels 
built of plaster in tight little boxes will 
be sold for what they will bring. The 
farm lands purchased were taken for 
the most part because they were advan- 
tageously located strategically or for 
reasons of transportation and the like 
and it is not probable they will be sold, 
and certainly they will not be sold unt 
the war on both fronts is definitely end- 
ed and the permanent military policy 
of the United States has been deter- 
mined. This applies likewise to the 
30,000,000 or more acres of swamp 
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WHO'LL GIVE ME A BID? 





Public Ownership Bloc 


¢¢ HE public ownership bloc had its way for the past ten years. The 

time has come to forget all about politics, the bitterness of the 

past, the loss to private investors, and the yardsticks that proved to be of 

such a fine quality of natural and stretchable rubber. The fact has been 

established that if the people of the nation or state or city wish to own 
their utilities the ownership will become a fact.” 





and mountain and desert land, which 
will be needed for training and maneu- 
vers. Much of the desert and mountain 
land, however, will be returned to graz- 
ing under strict regulation, and under 
military control. Areas not needed will 
bereturned to the Interior Department. 
Probably to be held against future calls 
for war needs. 

IteM—The disposition of the gov- 
ernment’s thirty billion dollars’ invest- 
ment in industrial plants and equipment 
will depend on the future policy ac- 
cepted by our people. That popular 
opinion is heavily in favor of a return 
to the earlier American plan of private 
enterprise coupled with strict supervi- 
sion by Federal and state authorities is 
accepted by the leaders in Congress 
with whom I have talked. The disas- 
trous failure of the administration to 
manage American business is cited as 
the chief reason for this attitude. 
“Every possible mistake has been made 
by the theoreticians,” said one Senator, 
“and it has become evident to us that 
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the direction of business must not only 
be left to the men who know how, but 
to men who have a personal interest in 
success. The professors who have 
been mismanaging our affairs do not 
suffer in pride or pocket if they make a 
mistake. At the worst they are shuffled 
into a new job and the taxpayer foots 
the bill.” “That,” said the Senator em- 
phatically, “is out.” 
But it may not be out. 


HE administration through its in- 

finite number of “policy makers” 
has in mind a plan for government 
partnership in American business. The 
business world leadership will probably 
not resist strict control by Federal or 
state government, but the thought of 
government partnership gives it the 
shivers. They know from the experi- 
ence of the last few years that partner- 
ship with government means govern- 
ment control. It is a long step toward 
government ownership. They not only 
believe that this would be resented by 
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the people, but they know from experi- 
ence that government ownership means 
blighting mistakes by the theorists at 
the cost of everyone else. They know 
that these government men are not to 
be argued with. They are incredibly 
stiff-necked and superior. They are so 
certain of their own goodness that they 
suspect the virtue of everyone else. 
Eugene Meyer of the Washington Post 
has a line for it: 

“A man,” he says, “may be righteous 
without being right.” 

But business leaders fear that the 
work of untangling government and 
private money will be so complicated 
that they will find themselves in part- 
nership before they know it. “Some of 
these undertakings,” said Colonel 
Leonard Ayres of Cleveland to me, 
“may never be untangled.” In that 
case, aS many maintain and as some of 
the government men admit, we are 
headed right for state socialism. With- 
out entering on that debate the mechan- 
ical difficulties attending a return of 
properties to private ownership may be 
considered. Beardsley Ruml—the man 
who almost succeeded in returning our 
tax gathering to the pay-go basis— 
says the Federal organization must 
first be corrected. He noted the con- 
flicts in basic policies in the various 
boards and bureaus, which talk and op- 
erate without the faintest evidence of 
control from any higher source. He 
also observed the fact that the Federal, 
state, and local governments notably 
fail to collaborate in policies of ex- 
penditures and taxation. The list of 
eminent men who have commented on 
the tangle of laws, policies, plans, 
promises, contracts, commitments, and 
threats might be extended quite in- 
definitely. 
AUG. 19, 1943 


B” here is one huge, overshadow- 
ing, dominating fact: 

When the war is over Americans 
will set about reducing that three hun- 
dred billion dollar debt—or four hun- 
dred billion dollar debt—and by some 
means lowering a tax rate that if not 
intelligently handled might become 
backbreaking. The alternative is the 
kind of an inflation Germany once 
went through. Dr. Max Hirsch, the 
economist who was once secretary of 
Germany’s economic council, and who 
escaped from Germany before the 
worst happened, said to me that the 
proposition by “a Harvard economist” 
to increase the public debt to two thou- 
sand billion dollars is “nothing short 
of idiotic. The people would not stand 
for it.”” Sooner or later, said he, Amer- 
icans and the world must return to a 
foundation of sanity, thrift, debt pay- 
ing, and a recognition that the law of 
supply and demand may be dodged for 
a time but in the end The Law will 
catch up with the dodgers. Every busi- 
ness and financial leader—everyone 
outside the popcorn elements of the 
New Order—agrees to this statement. 


HERE are evidences that our na- 

tional policy is being shaped 
toward tax reduction and debt paying, 
no matter what the popcorns may say. 
The annual conference of governors at 
Columbus made it clear that, to quote 
Turner Catledge in The New York 
Times: “There will be no more public 
work relief and leaf raking.” They 
are preparing, Mr. Catledge continued, 
so to set their system that private en- 
terprise, supplemented and encouraged 
by the efforts of the Federal and mort 
especially the state governments, wil 
have the chief responsibility of recon- 
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verting industrial and agricultural 
America into a peace-time and produc- 
tivemachine. The Federal Real Estate 
Board has been working along the 
same line. It has recommended to 
President Roosevelt that : 

“The government make lump-sum 
payments instead of taxes to local gov- 
ernments for acquired lands used for 
tax purposes.” 

That is a recognition that states and 
local subdivisions may not be perma- 
nently deprived of the revenues former- 
ly obtained from lands. The conference 
of governors adopted a resolution de- 
manding the reclamation after the war 
of all rights relinquished by the states 
as a part of the effort to win the war. 
Governor Maw of Utah suggested that 
the states set up a permanent lobby in 
Washington to guard against the inva- 
sion of states’ rights by the Executive 
and to advise Congress when the rights 
of states seem in peril of invasion. The 
International City Managers’ Associa- 
tion ina survey of 60 cities reports that 
cities are effecting economies in opera- 
tion in every possible direction in order 
to reduce the tax burden. In a period 
of two weeks, more than a dozen bills 
were introduced in Congress directed 
toward a return to businesslike meth- 
ods. These covered so many fields that 
no summary is possible, but as a whole 
they manifested a desire to move back 


toward the older discal virtues. The 
very important Tolon committee’s con- 
structive report urged a return to home 
rule and putting an end to the centrali- 
zation of power in Washington. The 
House passed the O’Leary bill, amend- 
ing the Budget and Accounting Act to 
provide for the “more efficient utiliza- 
tion and disposition of government 
property other than lands and build- 
ings, etc.” A bill is now being proc- 
essed in which the disposition of the 
government’s real property will be pro- 
vided for. There being no hurry in this 
matter it is possible that this may not 
come before Congress until early in 
1944. The National Resources Plan- 
ning Board was ordered by Congress 
to liquidate and vanish. The latest re- 
port of the NRPB was called socialistic 
on the floor of the House, for it was 
definitely aimed toward a further intru- 
sion of Federal power into the affairs 
of business. Other citations might be 
made of evidences that the trend of 
popular thought—which invariably es- 
tablishes the direction for congres- 
sional and state action—is toward the 
realization of assets, the reduction of 
the national debt as soon as practicable, 
and ultimately a trimming down of the 
debt burden. The Associated Press re- 
cently surveyed the plans for postwar 
employment as a safeguard against 
mass unemployment. Suggestions in- 
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water for war purposes just now. But when the war is over 


q “BONNEVILLE . . . is in use up to the last available pint of 


Bonneville’s employment will either be furnished by the gov- 
ernment, and that way state socialism lies, or by private en- 
terprise either on its own bottom or in collaboration with the 
government. The past ten years have furnished proof that 
government ts always repressive and never along the line of 


enterprise.” 
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volving almost four billion dollars are 
assuming definite form, but it is to be 
noted that these plans do not—at least 
in their present form—involve the par- 
ticipation of the Federal government to 
any extent. The conclusion must be 
that they will be put in operation by the 
communities when and to the extent 
that they will be practical. 

Which is another way of saying that 
the hometown taxpayer seems to be 
making himself heard after a long 
silence. 


| ia aamoniaaonl is being heard that 
the many publicly owned or part- 
ly publicly owned hydroelectric opera- 
tions be reéxamined with a view to 
putting them on a business basis. Prac- 
tically every one of them is at present a 
drain upon the public treasury. (There 
are war-time exceptions, of course.) As 


a class they have seized lands on which 
taxes were formerly paid, and in no 
case, so far as I am informed, have their 
payments to the state or local authori- 
ties equalled the tax losses. If they go 
in the red the Federal taxpayer settles 


their delinquencies. If they make 
money—and some of them do—their 
profits are turned back into the proj- 
ects. Their money backing comes from 
the Federal or local treasuries at a bor- 
rowing cost much less than that of the 
private utilities. Not all of them have 
succeeded in lowering rates as com- 
pared with privately owned utilities and 
in any case the only gainers are the 
local ratepayers at the expense of the 
entire body of taxpayers. 

All this—say the proponents of the 
new idea—is water over the dam. 


HE public ownership bloc had its 
way for the past ten years. The 


AUG, 19, 1943 


time has come to forget all about poli- 
tics, the bitterness of the past, the loss 
to private investors, and the yardsticks 
that proved to be of such a fine quality 
of natural and stretchable rubber. The 
fact has been established that if the 
people of the nation or state or city 
wish to own their utilities the owner- 
ship will become a fact. Most of the 
heat has been evaporated through the 
progress of years. Americans are now 
confronted with a frightening public 
debt and a tax burden which in the 
years to come will be a national night- 
mare. 

Why not look at these publicly 
owned utilities, and those owned in 
part by the public, from a coldly busi- 
ness point of view? 

Bonneville, for example, is in use up 
to the last available pint of water for 
war purposes just now. But when the 
war is over Bonneville’s employment 
will either be furnished by the govern- 
ment, and that way state socialism lies, 
or by private enterprise either on its 
own bottom or in collaboration with the 
government. The past ten years have 
furnished proof that government is al- 
ways repressive and never along the 
line of enterprise. Business leaders 
have in hand today plans for furnish- 
ing Americans of the future every pos- 
sible new and improved gadget from 
refrigerators one-quarter the outside 
dimensions of the cold boxes of today, 
and air coolers for entire houses that 
can be had at the cost of a 6-tube radio 
set of yesterday to automobiles that 
will eat one-third of today’s gas ration 
and run on synthetic tires that need not 
be changed during the life of the car. 

The argument is that private enter- 
prise can do for the future what gov- 
ernment restriction cannot do. 
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And private enterprise will pay those 
badly needed taxes. The suggestion is 
that these hydroelectric projects built 
or backed by the government be 
opened to the investment of the pri- 
vately owned and tax-paying dollar. 
Some of them might be sold outright. 
Others might be leased to the enter- 
prisers. Every possible safeguard 
might be thrown around each transac- 
tion. The government’s only plan to 
make a going concern of the Santee- 
Cooper project in the Carolinas, for 
example, seems to be to buy up certain 
private utilities, use their revenues to 
make a showing for the government 
project, and bar the whole caboodle 
from any future paying of taxes. It 
might be that a reversal of this scheme 
might put money in the government till 
instead of taking it out. 


: can at least be said for the sugges- 
tion that it makes for the conver- 
sion of a herd of white elephants—in 
which herd are several very excellent 
and hard-working gray beasts—into a 
tax-paying proposition. And with a 
debt of three hundred billion dollars— 
or maybe four hundred billion dollars 
—hanging over our national head it 
would seem worth discussing without 
heat or selfish politics. The time to 
start thinking about it is right now. 
For when the war ends and we begin 
to face fiscal realities instead of bomb- 
ers and U-boats and Japs with bayo- 
nets, that bargain sale will get under 
way. If we start thinking now we may 
escape the loss inevitable if the auc- 
tioneer’s flag is run up and the sweep 
is toward getting out of a bad business 
in a hurry no matter at what cost. 





C4 CW: stand in America today at the parting of the ways. There are 
two roads we can take. One has the mile posts we have passed 


for three centuries. This road has been built by private enterprise, indi- 
vidual initiative, creative genius, the reward for which is self-reliance 
and independence. It has been built by a nation of strong individuals, 
people who realize that the government is theirs, is organized for them, 
and that the most precious thing in life is the human soul, its capacity 
for growth and development, for life and service to others. At the end 
of that road is a nation of free people, helping others, but ever keeping 
the spirit of the republic alive. 

“The other way is an easy road. It is smooth, just a little bit down 
grade all the way, so that not much effort will be spent in traveling tt. 
Along this way are false promises of demagogues and dreaming poli- 
car. ticians, of ease and rest and Elysian Fields, bidding one to always stop 
enter- and rest. The travelers are encouraged to spend and never to save. They 

are told they will be taken care of by their government. At the end of 
t gov- this road is the empty shell of what was once a glorious nation.” 
—Joun W. Bricker, 
Governor of Ohio. 
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The Necessity of Living Off 


Each Other’s Inventories 


WPB pooling of surplus equipment and supplies 

helps gas, electrical, and water systems keep up 

plant without drawing too heavily on critical mate- 

rials. It also points the way to thriftier store- 

keeping, and gives a pocketbook motive to simpli- 
fication. 


By JAMES H. COLLINS 


HEN WPB set up its public 
utilities division in Los An- 


geles, in March, newspaper 
readers learned, in the usual announce- 
ment, that this was a new bureau 
which would enable water, electric, and 
gas utilities to live off each other’s fat- 
in the matter of materials. 

Already, the utility men who were 
placed in charge, some of them drawn 
from retirement, have got far enough 
along to make some after-war predic- 
tions. 

They believe that the utilities will 
never again put on the inventory fat 
that, in this war, has proved to be a 
blessing. 

They expect to see standardization 
and simplification of equipment, mate- 
rials, and supplies really get a-going— 
for war has given it a practical motive 
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for the program which, started by Her- 
bert Hoover when he was Secretary of 
Commerce, won hearty approval in 
theory, but lagged because the old ways 
of diversity and individuality were 
easier to follow. 

WPB’s materials pool is a wat 
agency to which Washington and Busi- 
ness may point with pride. The 
tendency in war is to start with con- 
fusion and red tape, and as experience 
is gained, and man power dwindles, 
get down to brass tacks. 

This agency runs like a dollar alarm 
clock. It has a small staff of men who, 
in utility jobs, spent most of their lives 
buying and storing the very kind of 
stuff they handle for WPB. 

With several thousand water com- 
panies, municipal water systems, and 
gas and electrical utilities, including 
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THE NECESSITY OF LIVING OFF EACH OTHER’S INVENTORIES 


some publicly owned, all reporting in- 
yentories to the two central offices for 
the western states, in Los Angeles and 
Portland, its detail might be throttling. 
But actually, the offices are so organ- 
ized that they can instantly tell where 
any given kind of material is to be 
found for sale, and its inventories are 
more complete and more promptly re- 
vised from day to day than those of 
the very companies reporting. 


W hex “buck” is no longer passed—it 
has passed completely out of the 
picture. When a harassed utility ex- 
ecutive in Arizona or Nevada wants a 
quantity of cable, or a motor, he asks 
the Los Angeles office about it, and 
learns that one or more other com- 
panies somewhere in the three states 
have that stuff to sell. Specifications 
are so complete that he is referred to 
sources for the exact kind of material 
needed—no errors or blind spots in the 
information about capacity, condition, 
or other details. When he reports that 
his requirements have been supplied by 
the X Company, those items disappear 
from the central inventory, so that to- 
morrow no other “‘customer’’ will be 
directed to an empty cupboard. 

That ideal, so often voiced by busi- 
nessmen enmeshed with government 
bureaus staffed by professors and po- 
liticos, “somebody who talks our 
language,” has been realized. This bu- 
reau speaks the language of the utility 
buyer and storekeeper. It is the kind 
of bureau that eventually comes 
around, if war lasts long enough—and 
if business lasts ! 

While this organization keeps track 
of materials for gas, water, and elec- 
trical systems only, it has in California 
alone more “‘customers” than the Cali- 


fornia Railroad Commission, because 
its lists include municipal systems, and 
the commission’s activities are confined 
to the privately owned utilities. 


"yen in the first lists of surplus 
material owned by all these sys- 
tems, for a beginning, looks like a 
formidable job. And keeping them up 
to date, in such classified form that the 
smallest quantity of wire, or pipe, or 
cable, can be turned up in a file, even 
the lot that happens to be nearest to the 
company that needs it, would appear to 
be a job for rows upon rows of clerks. 

Nothing of the kind! 

In their normal business routine, 
many of these companies and municipal 
departments take inventories of mate- 
rials on hand only once a year. So the 
pool must have better information 
about what they have than they them- 
selves in peace times. 

Getting started with its only stock- 
in-trade, which is information, the 
pool had advantages. 

First of all, the “customers” were 
glad to report, and quick about it, and 
W. J. McCullough, a retired Southern 
California Edison storekeeper, heading 
the Los Angeles office wants to take 
this opportunity of thanking them for 
their cooperation. 


HEY all knew that there is a war 

on, and they all had needs to be 
supplied from the pool—that helped 
get things going. Moreover, this idea 
of a materials pool operated by utility 
men, started in the utilities themselves, 
when a gathering of electrical utility 
men suggested it for their industry last 
fall, in Pittsburgh, hoping that it 
would be taken in hand by the govern- 
ment and made nation wide. 
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Procedure for Securing Materials 


74 HEN a harassed utility executive in Arizona or Nevada 

wants a quantity of cable, or a motor, he asks the Los An- 

geles office about it, and learns that one or more other companies 

somewhere in the three states have that stuff to sell. Specifications 

are so complete that he is referred to sources for the exact kind of ma- 

terial needed—no errors or blind spots in the information about 
capacity, condition, or other details.” 





HEN, the “customers” had had 
previous drill in living off each 
other’s fat. Even before Pearl Harbor, 
purchasing agents in the various utility 
industries had met their shortages by 
calling up near-by companies in their 
own line, and listing surplus materials 
for the buying as well as the selling 
side. The practice was developed in 
other fields—for example, when Wash- 
ington told Hollywood that it must not 
spend more than $5,000 for new mate- 
rials to build sets for any one picture, 
the studio purchasing agents quickly 
got their own pool going, and with such 
success that recently, when the govern- 
ment lifted that ceiling, the studios 
were not excited. They have learned to 
adapt and trade, scout around for sec- 
ondhand material, and use substitutes. 
They intend to stay below the original 
ceiling. It has taught them economy. 
Then, in Los Angeles, utility buyers 
joined with manufacturers to set up a 
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pool operated in the metropolitan area 
under the chamber of commerce, which 
handled the information.’ Within 
priorities, this pool made surplus stuff 
available to the whole business com- 
munity, and widened the sources upon 
which utilities might draw. 

Finally, although there were hun- 
dreds of separate utility systems, many 
of them reported their surplus mate- 
rials through one parent company. 


Weems: this experience in pooling 
materials for war is going to 
teach its lessons in more frequent in- 
ventories, automatic inventories, closer 
estimating of requirements to hold 
down surpluses without danger of 
shortages—war housekeeping has its 
good points for peace times. 

With forms drawn up by expeti- 
enced material men, covering the ¢s- 


1Pysiic Urtimitires Fortnicutty, Vol. 
XXX, No. 5, p. 287, Aug. 27, 1942. 
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sential data for each kind of supplies 
and equipment, and no nonessentials, 
the information comes in ready to be 
transferred to master lists, and with the 
minimum of clerical work—or skill. 
Such office workers as are available 
these times can keep the lists posted 
from day to day. 

If an inquiry is made for electrical 
cable, all cable in the pool is catalogued 
ina loose-leaf ledger, by sizes, lengths, 
capacities, types of insulation, location, 
amounts. The inquirer is referred to 
somebody in his locality, or as near as 
possible, and takes over the deal from 
there, making his bargain for purchase 
with the company that offers the best 
terms. The pool has nothing to do with 
all that. It simply removes a particular 
lot of cable from its lists when the 
buyer reports a purchase. Or it may be 
a trade, or a loan—full freedom is al- 
lowed in making the deal, and as far as 
the central office has information about 
it, these deals are made pretty close to 
costs. The objective is getting on with 
awar. This is not a business in which 
money could be made by price dicker- 
ing. The volume is too small, the goods 
cannot be replenished. 


aia the rules, no utility or mu- 
nicipal service system is permit- 
ted to buy, from any source, more than 
$100 worth of materials, without first 
checking with the pool authorities, to 
see if some other utility or system has 
surplus stuff. The territory covered is 
large, the amount and variety of mate- 
tial thus far available has been sur- 
prising. Thus, new materials bought 
from manufacturers and suppliers are 
teduced—which is the big idea. 

How long can utility systems live 
off each other’s fat? 
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With everything going out, and 
nothing coming into their storehouses, 
and almost nothing new being bought, 
it would appear as though they were 
progressively getting thin together, 
even in materials that are needed for 
maintenance, not new plant. 

Yes—and no. The pool is open to 
certain outsiders, such as private con- 
tractors, building camps, barracks, and 
other military plant. They are seldom 
in position to exchange this for that, 
because unlike the utilities, they have 
little fat. They start a contract by get- 
ting in all the equipment and materia! 
they will need, have no storehouses or 
surpluses, use up what they obtain. 

But now these projects are tapering 
off, being completed, and some are be- 
ing canceled. Whatever they have on 
hand when a job is finished, they turn 
back into the pool. That postpones the 
day of reckoning. 


Ww" inventories of major mate- 
rials being taken frequently, in 
some cases every few days, utility men 
are discovering that a world of stuff 
has been lying neglected in storehouses, 
tying up money. Some of it has been 
growing obsolete, and might never be 
used, but would be carried indefinitely 
until there was a general housecleaning, 
when it would be sold for junk. 

Better housekeeping can reduce this 
burden, and utility men in charge of 
the pool are confident that the industry 
will learn its lesson. 

In America, too much has not always 
been enough, and it is interesting to 
compare our methods with those of 
poorer countries. 

The writer was fascinated by the 
way the Germans used materials, on a 
visit to Berlin before the first war. 
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“WITH several thousand wa 
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ter companies, municipal water 


systems, and gas and electrical utilities, including some pub- 
licly owned, all reporting inventories to the two central of- 


fices for the western states, in Los Angeles and Portland, its 
detail might be throttling. But actually, the offices are so or- 
ganized that they can instantly tell where any given kind of 
material is to be found for sale, and its inventories are more 
complete, and more promptly revised from day to day than 


those of the very companies 


His hotel room was steam-heated, 
but it took a search to find the instal- 
lation. Under a window seat there was 
a copper radiator, not larger than a 
shoe box, and it was fed through cop- 
per tubing, about the diameter of a lead 
pencil, that ran along the floor, at the 
wall. Copper was used almost by the 
ounce. Later, inspection of the tele- 
phone and other utilities showed the 
same frugality with materials—they 
cost more over there, when imported, 
and the Germans didn’t have as much 
money as ourselves. Where we took 
pride in the expansiveness of our living 
standard, they took pride in getting 
along with the minimum. 


HERE was one suburban street out- 
side of Berlin that was worrying 
the authorities. About a half-mile 
long, and lit by a half-dozen street 
lights, hardly anybody used the street 
after midnight, and the idea of all that 
illumination being wasted led the 
authorities to install a slot device at 
each end, and turn the lights off at mid- 
night. Any belated pedestrian who 
wanted his way lighted thereafter could 
drop a small coin in the slot, and have 
the street lit long enough to get 
through. 
To this reporter, that was funny— 
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he imagined an inebriated Teuton put- 
ting in his five-pfennig piece, stagger- 
ing ahead, and getting only half way 
through before the lights automatical- 
ly went out, when he crawled back and 
started all over again. 

But today, that isn’t quite as funny. 
Whether we know it or not, the Ev- 
ropean idea has been working among 
us for a generation or more. We will 
always use more material—but year by 
year, we are learning to use less, and 
this experience in living off the midriff 
is not going to be lost on us. 

Even more likely to sink in is the 
practical lesson in simplification and 
standardization. 

Now that utilities are compelled to 
draw on each other for materials and 
equipment, they are discovering the 
high cost of private initiative in all 
sorts of supplies. The diversity is enor- 
mous, and has become so in two ways. 
Manufacturers have designed without 
general standards to govern minor de- 
tails that do not matter, such as diam- 
eters, weights, screw threads. Pur- 
chasers have followed their own speci- 
fications without much thought of 
other concerns in the same field. 

Now that they must all draw upon 
each other, this diversity causes trouble 
that, they discover, could be eliminated 
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THE NECESSITY OF LIVING OFF EACH OTHER’S INVENTORIES 


by more simplification and sane stand- 
ardization, and for that program there 
appears a new motive. 


oe. has always been 
preached to the manufacturer— 
and why should he go to all that trouble 
and expense, when his customers were 
well enough satisfied with his product? 

But now the customers have had a 
lesson in the value of standards, and 
they are undoubtedly going to profit by 
it. 

War has brought to this country an 
entirely new problem—that of getting 
along, for an unknown number of 
years, with equipment that was de- 
signed and built to be scrapped as soon 
as something more advanced was avail- 
able. 

That we would some day be com- 
pelled to get the last five thousand miles 
out of an automobile, or make a motor 
or transformer last several times as 
long as was intended by the engineers 
who designed it, and those who bought 
it, was something so remotely unlikely 
to happen to us, that we never gave it a 
thought. In depressions, we have been 
forced to economize, but only with 
money, in a world of abundant mate- 
rials. War is different. Money is 
abundant, but your car, motor, trans- 
former are precious, and you have to 
make them do, because there isn’t an- 
other to be had for love or money. 


On top of that, as all of us—and 
especially utility men — discovered 
when Civilian Defense had to be or- 
ganized, you must share with your 
neighbor, ride with him, take alternate 
days for using what you’ve got, join 
his system, let him tie into your own, 
be ready to shift in a jiffy if an emer- 
gency comes. 

The fewer tire sizes, screw threads, 
frequencies, and gadgets, the luckier 
for you. 


LEARLY, this experience of dou- 

bling up, stretching out, and mak- 

ing last, is going to be remembered for 
at least a generation. 

We will get back as soon as possible 
to our American way of using things 
until a better model is ready, and 
building into them enough durability 
to last that long, and maybe a little 
longer. 

But we will do well to keep in mind 
this emergency of war. Instead of “It 
can’t come,” we ought to remember 
that it has come, and that we may again 
have to live off each other’s inventories. 

In Germany, where war has long 
been a major industry, they take the 
view that the country is always at war, 
even though there doesn’t happen to be 
any fighting going on for the moment. 

And they design accordingly. 

The materials pools show that there 
are points to that view. 





uk t HE whole future of our civilization depends upon the success 
with which we master the business of modern government, We 
have learned in a century and a half of many functions which can only 


be performed by a strong national 


government. 


Our experiences have 


also shown the mistake of allowing the national government to have con- 
trol of problems too remote from it, problems not known, let alone un- 
derstood by people in central government, far removed from the people.” 


—Tuomas E. Dewey, 
Governor of New York. 
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The FCC Controversy 


Congressional investigation of the communication 
agency sure, in the opinion of the author, to be of 
lively “public interest” 


By LARSTON D. FARRAR 


HEN on July 10, 1943, Presi- 
W\ dent Franklin D. Roosevelt 
publicly silenced certain offi- 
cials of the executive branch and pro- 
hibited them from furnishing files or 
information to the Select (special) 
Committee of Congress investigating 
the Federal Communications Commis- 
sion, he accomplished in one easy stroke 
what others had been trying to do for 
some months—get a long-smouldering 
domestic controversy on the front 
pages, despite the war news. 

Mr. Roosevelt took his stand against 
the congressional committee because 
of the “public interest” involved, ac- 
cording to his spokesmen, but there is 
reason to believe that he succeeded 
more in arousing public interest than 
in protecting it. Whether he intended 
to do so or not, the President assured 
the congressional committee plenty of 
publicity for some time to come, a fact 
that could not be too displeasing to 
Congressman Edward Eugene Cox, 
the committee chairman, as he looked 
over the press clippings. 
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HERE are many who doubt that it 

is to the public interest to keep any 
practices of government bureaus from 
coming to light. But, undoubtedly, 
many members of the public do think 
now is the proper time for bringing 
instances of bungling or of any kind 
of inefficiency or certain improper gov- 
ernmental activities to light. In a sense, 
it might truthfully be said that a knowl- 
edge of such facts, if they exist, would 
not be to the public interest. On the 
other hand, there is reason to believe 
that many military officers side with 
the congressional committee and 
would be most happy to have the facts, 
with reference to the FCC situation, 
brought to public attention. 


oo controversy climaxed by Mr. 
Roosevelt’s intervention has many 
facets. Intertwined with it are such 
scattered happenings as the successful 
Japanese attack on Pearl Harbor, the 
desire of a Georgia chamber of com- 
merce to obtain a big radio station for 
its city, the defiance of a congressional 
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THE FCC CONTROVERSY 


committee by a former Rhodes scholar, 
the loss of his job by a Republican FCC 
member, and, not to be overlooked, the 
desire of a large number of citizens to 
learn just what is wrong, if anything, 
with the FCC. 

Mr. Roosevelt’s action in the FCC 
matter did not go unchallenged. Only 
afew hours after the silencing became 
known, Congressman Cox asserted 
calmly : 

“The committee believes it the 
wisest policy not to press this incident 
at this time, but it cannot pass the issue 
presented, because it is too funda- 
mental. 

“Tf it is possible and appropriate for 
the Chief Executive thus to limit the 
investigations of a Select Committee of 
the Congress, and to impede its work 
on the ground of his determination of 
the public interest, then it would follow 
logically that he or some other Chief 
Executive could so interfere with the 
functions of a standing committee of 
either house. 

“This raises the question: Where 
rests the power to determine what the 
public interest is? Is it a power that 
belongs to the government, or to only 
one branch of the government? Is 
Congress to be rendered powerless to 
determine for itself what is or is not 
the public interest? If this be so, then 
who is to legislate in the public interest 
—r is there to be no legislation at all ? 
Thus we are brought face to face with 
possible congressional frustration. 

“It scarcely need be said that the 
whole concept of our American system 
of government under our Constitution 
rests upon the fundamental principle 
that each of the three codrdinate inde- 
pendent branches of the government, 
although checked and balanced by the 


other, cannot be subject to domination 
by the others without the whole struc- 
ture crumbling. 

“Thus is presented an issue in which 
there is involved no question of per- 
sonalities whatsoever, but a funda- 
mental issue of the proper exercise of 
the appropriate constitutional functions 
of each of the three branches of the 
government. 

“If the committee finds itself too 
seriously handicapped by the present 
situation it will feel called upon to refer 
the matter back to the House of Rep- 
resentatives for action.” 


om all, Congress, as the legislat- 
ing (therefore policy - making) 
branch of our government, has, pre- 
sumably, just as much right under our 
Constitution to determine what is “in 
the public interest’”’ as the administra- 
tion. In this case, it happens that the 
administrative agency in question is 
under examination of a committee of 
the legislative branch. Undoubtedly 
the latter’s purpose is to see whether 
legislative correction of the FCC is in 
order and in what manner. 

Since when does the party being in- 
vestigated decide what is “in the public 
interest” before divulging, or refusing 
to divulge, information to the investi- 
gator? It almost sounds as if the pris- 
oner in the dock were to stand up and 
tell the judge, jury, and prosecutor : 

“T will not codperate with these pro- 
ceedings. I just don’t like the set-up. I 
don’t think I'll get a fair trial here. 
When you arrange a tribunal more to 
my liking, maybe I’ll do business with 
you; but not before!” 

In view of this FCC-Cox commit- 
tee situation, it seems likely that when 
Congress reconvenes on September 
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14th (unless it is called back by agree- 
ment before that time), the FCC con- 
troversy will become a subject of con- 
siderable attention. Perhaps it will be 
noted as a further split between the 
executive and legislative branches, a 
schism that has grown ever wider since 
the Seventy-eighth Congress came in. 


HAT the Senate will have some- 

thing to say about the FCC when 
Congress comes back in September was 
made clear on July 8th by Senator Bur- 
ton K. Wheeler, chairman of the Sen- 
ate Interstate: Commerce Committee, 
who declared that he was in accord 
with a proposal by Senator Robert 
Taft that Congress—and not the FCC 
—write the specifications for govern- 
ment restraints on communications. 
Senator Taft had pointed out the grow- 
ing dangers to free speech arising from 
the present administration of FCC. 

The newspapers, as usual, have re- 
ported only the obvious portions of the 
FCC controversy, and it is necessary 
to delve deeply into information sources 
to piece together the whole tangled 
story. Briefly, here are the facts: 

On January 19th last, the House of 
Representatives voted almost unani- 
mously to sponsor an investigation of 
the FCC after urging by Congressman 
Cox, who was named chairman of the 
investigating committee. Named to 
serve with him were Warren G. Mag- 
nuson (D., of Washington), Edward 


J. Hart (D., of New Jersey), Richard 
B. Wigglesworth (R., of Massachu- 
setts), and Louis E. Miller (R., of 
Missouri). 

The FCC at the time was composed 
of seven members—Chairman James 
Lawrence Fly, prominent New Dealer; 
Paul A. Walker, Norman S. Case, T. 
A. M. Craven, Ray C. Wakefield, Clif- 
ford J. Durr, and George Henry 
Payne. While Mr. Fly, chairman, nat- 
urally has gained the most publicity 
from the investigation thus far, both 
Mr. Durr and Mr. Payne have been in 
the news. Mr. Durr has distinguished 
himself by refusing to give certain files 
to the committee and by asking Con- 
gress to remove Mr. Cox from the com- 
mittee, something unheard of in Wash- 
ington history, incidentally. Mr. Durr 
is Supreme Court Justice Black’s 
brother-in-law and a Rhodes scholar. 
Mr. Payne came into the news when 
the President on June 30th sent his 
name to Congress for another term on 
the commission, but withdrew it the 
next day. Just why this was done is a 
puzzle even to Chairman Fly, he says. 


HE FCC administers the Com- 

munications Act of 1934, exercis- 
ing functions previously vested in the 
Federal Radio Commission, certain 
functions once exercised by the ICC 
with respect to telegraph operation, 
powers formerly exercised by the Post- 
master General with respect to govern- 
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to keep any practices of government bureaus from coming 


q “THERE are many who doubt that it is to the public interest 


to light. But, undoubtedly, many members of the public do 
think now is the proper time for bringing instances of bung- 
ling or of any kind of inefficiency or certain improper gov- 


ernmental activities to light.” 
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ment telegraph rates, and powers 
formerly exercised by the State De- 
partment under the Cable Landing 
License Act. Its powers extend beyond 
those previously vested in the other 
agencies, and include authority to exer- 
cise powers derived under many inter- 
national agreements relating to com- 
munications. 

Although the investigation ostensi- 
bly began to develop facts about the 
FCC’s activities under Part I of Title 
III of the act, relating to radio licens- 
ing and regulation, thus far the em- 
phasis has been on getting information 
regarding FCC’s so-called “war work.” 
This “war work” is divided into three 
units—the Radio Intelligence Division, 
which supposedly keeps all radio com- 
munications under surveillance; the 
Foreign Broadcast Intelligence Serv- 
ice, ostensibly formed to monitor for- 
eign broadcasts; and the War Prob- 
lems Division, which assertedly “pre- 
pares orders, regulations, reports, rec- 
ommendations, executive orders, and 
proposed legislation” dealing with 
communications and the war. 

In addition, there is the so-called 
Board of War Communications, of 
which Mr, Fly also is chairman, and it 
was as chairman of this so-called “war 
agency” that he was forbidden by the 
President to answer questions of the 
congressional committee. 

The genesis of the investigation, 
however, began long before the House 
of Representatives authorized the in- 
vestigation of the FCC. Oddly enough, 
it was in the city of Albany, Georgia, 
the economic capital of Georgia’s sec- 
ond congressional district, which has 
been represented by E. E. Cox for al- 
most twenty years. In the fall of 1939, 
the Albany Chamber of Commerce di- 


219 


rectors outlined the following civic ob- 
jective for the ensuing year : 

“Seek better radio facilities for Al- 
bany, with a national chain hook-up.” 


HE city had a 100-watt station 

then, but citizens urged the own- 
ers of The Albany Herald, only daily 
newspaper there, to start a bigger and 
better station. After much urging, the 
newspaper owners started out to do 
this. 

Until that time, Congressman Cox 
was happily ignorant of the whole 
project. When he received letters from 
Albany urging him to help get a bigger 
and better radio station in the city, he 
pledged his undying support. Many 
another Congressman faces this same 
situation every day. Congressmen 
who do not evince enthusiasm do not 
remain Congressmen long. This is just 
an old American custom to which even 
smarter - than - average citizens bow, 
whether it is sociologically correct or 
not. 

When groups came to Washington 
from Albany to get a bigger and better 
radio station, Congressman Cox nat- 
urally helped them all he could. He 
introduced them to Chairman Fly 
and exercised all the political skill 
possible to accomplish two aims: (1) 
get a better radio station for his con- 
stituents, and (2) convince these con- 
stituents that he, Congressman Cox, 
was the man who really did the job. If 
there are those who condemn him for 
these aims, it must be said that they 
will never be Congressmen. 

As a result, in December, 1940, The 
Albany Herald owners were issued a 
construction permit for a new, 1,000- 
watt station, to be known as WALB. 
It was at this time that a rather 
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“War Work” of the FCC 


c¢ HIs [FCC] ‘war work’ is divided into three units—the Radio 

Intelligence Division, which supposedly keeps all radio communi- 

cations under surveillance ;*the Foreign Broadcast Intelligence Service, 

ostensibly formed to monitor foreign broadcasts; and the War Prob- 

lems Division, which assertedly ‘prepares orders, regulations, reports, 

recommendations, executive orders, and proposed legislation’ dealing 
with communications and the war.” 





untoward event occurred. Henry T. 
McIntosh, editor of The Albany Her- 
ald, expressed belief that some mate- 
rial token of appreciation should be 
given Congressman Cox because of his 
efforts. Mr. McIntosh suggested that 
they make Mr. Cox their attorney and 
give him a $2,500 retainer fee. 


Wise nmcccgpe Cox, hearing of this, 
objected strenuously (according 
to affidavits of Albany businessmen), 
but the money was paid to him never- 
theless. When he received the check, 
Congressman Cox insisted upon in- 
vesting the whole amount in stock of 
the corporation that had been formed 
to own and operate the radio station, 
and, so that the whole transaction 
would be a matter of complete record, 
he gave his personal check for the 
stock in the Albany Herald Broadcast- 
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ing Company. He then assigned the 
stock to a private charity, dating the 
assignment. Due to the fact that the 
Albany Herald Broadcasting Company 
not yet has been given permission by 
FCC to take over Radio Station 
WALB, the stock is, for all practical 
purposes, worthless. 

As expected, shortly after the station 
began operations, it applied for an in- 
crease in power and a change in fre- 
quency. Although officials of FCC had 
assured the station owners that ap- 
proval for such application was only a 
matter of time, more than a year and a 
half has now passed without action. 
Meantime, there occurred an incident 
that made Congressman Cox deter- 
mined to investigate the FCC. 

On March 8, 1942, Russell Rowell, 
FCC attorney, went to Albany and 
carried on an extensive investigation 
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of the Albany Herald Publishing Com- 
pany and the Albany Herald Broad- 
casting Company. Joined later by 
Charles E. Clift, another FCC agent, 
Mr. Rowell spent more than a week in 
the city, visiting banks, the newspaper 
office, and at the radio station. 


ase men made a number of ac- 
cusations and insisted upon the 
right—which they did not have, but 
which was freely and gladly accorded 
themn—of nosing through the cor- 
respondence files of the Herald Pub- 
lishing Company, Radio Station 
WALB, and the office files of DeLacey 
Allen, attorney for the companies. 

They then demanded the right to re- 
move from those files any item they 
desired, but this was denied. Finally, 
it was agreed that the two men would 
take certain specified files to Atlanta to 
be photostated and returned within 
three days. 

They not only took the files agreed 
upon, however, but went back to the 
radio station offices after officials had 
departed, examined the files again, and 
left with much unreceipted material. 
Then they hastened to Washington 
with the originals. 

Among other things, during their 
week’s stay in Albany, the agents, it is 
charged, illegally obtained access to 
the account of and records of Congress- 
man Cox in the City National Bank of 
Albany. 

All of this is fully supported in affi- 
davits and is a matter of public record 
in Albany, where Congressman Cox is 
more popular than ever. Congressmen 
say that Mr. Cox could do no more 
than launch an investigation of the 
FCC considering the manner in which 
the FCC agents have treated him and 
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the indignities to which he has been 
subjected. 


as Fly has made the most 

of the fact that Congressman Cox 
actually accepted $2,500 for serving 
the radio station. But on behalf of Con- 
gressman Cox it must be remembered 
that many Congressmen practice law 
while still Congressmen and that no 
legal question is involved unless it can 
be proved that Congressman Cox took 
the money for actually rendering serv- 
ices as a Congressman. 

However, this fact does not affect 
the specific charges made against FCC 
by the military and by the congres- 
sional committee. Pointing the finger 
of scorn at Congressman Cox does not 
answer charges against the FCC. It is 
entirely argumentum ad hominem. It 
is unfortunate that this type of per- 
sonal attack is permitted to obscure 
real issues. 

For example, when Eugene L. 
Garey, prominent New York attorney, 
was selected as chief investigator of the 
congressional committee, Mr. Fly 
came out with a lengthy charge to the 
effect that Mr. Garey was a “Wall 
Street lawyer” and represented the 
“big interests.” Just what this proved 
was not made clear, particularly when 
Mr. Garey later showed from Mr. Fly’s 
autobiography in Who’s Who that Mr. 
Fly had once been a Wall Street lawyer 
himself. Both charge and counter- 
charge add up to nothing. After all, 
President Roosevelt himself once prac- 
ticed law in Wall Street. 


| powarelepy disclosure that the Joint 
Chiefs of Staff were trying to have 
the FCC’s “war work” transferred to 
the Army and Navy, Mr. Fly made an- 
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other puzzling rejoinder. Instead of 
telling why this should not be done, he 
asserted that the move was part of a 
combined attempt of “Cox, the radio 
monopoly, and the military” to wreck 
the FCC and set up “monopolistic con- 
trol by commercial interests of the na- 
tion’s most significant mechanism of 
free speech.” 

Can this be considered a serious 
answer to a most important letter 
written to President Roosevelt on 
February 1, 1942, by Admiral William 
D. Leahy, on behalf of the Joint Chiefs 
of Staff of the United States Army and 
Navy? The letter stated that the FCC 
is constantly expanding its activities 
and that this is a “substantial drain on 
available material and personnel.” 


HE statement is made that the in- 
formation obtained by FCC 
“through its own radio-intelligence ac- 
tivities is not, in a military sense, se- 
cure, due to inherent tendencies toward 
publicity of FCC activities, use of non- 
secure methods of reporting and cor- 
relation, and the necessarily close rela- 
tionship of the FCC military-intel- 
ligence activity with other phases of the 
agency’s work.” 
At this point, the letter makes this 
surprising statement : 
“Because of the essential differences 
between military and FCC standards 
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and methods, it has not been possible 
to integrate their information, with the 
result that the attempted duplication by 
the FCC to work that is being done ef. 
fectively by the military has in fact en- 
dangered the effectiveness and security 
of military radio intelligence. 

“In view of the foregoing, it is con- 
cluded that the better prosecution of 
the war will be served by terminating 
all military and quasi military intelli- 
gence activities of the FCC and con- 
fining such activities to the Army and 
Navy.” 

This letter was made public at the 
first meeting of the congressional com- 
mittee on July 2nd. Before the next 
meeting, on July 9th, the President 
silenced the Army and Navy officers 
who had been asked to testify. It is in- 
teresting to learn from Congressman 
Cox and from Eugene L. Garey, the 
chief investigator of the committee, 
that members of the armed services 
were anxious to testify. It is also inter- 
esting to learn that members of the 
commission itself are anxious to tes- 
tify. 


x 
that: 
FCC exercises, through the domina- 
nation of Mr. Fly, unlawful powers 
for the furthering of alien political 
ideologies and philosophies. 


ONG other things, the committee 
investigators say they can prove 


“Tue FCC administers the Communications Act of 1934, 
exercising functions previously vested in the Federal Radio 
Commission, certain functions once exercised by the ICC 
with respect to telegraph operation, powers formerly exer- 
cised by the Postmaster General with respect to government 
telegraph rates, and powers formerly exercised by the State 
Department under the Cable Landing License Act.” 
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THE FCC CONTROVERSY 


FCC employs its powers to reward 
political friends and punish political 
enemies. 

FCC has terrorized the radio indus- 
try so thoroughly that many licensees 
refrain from challenging unlawful and 
excessive acts of the committee, or 
from exercising their legal rights. 

FCC has sought to dominate and 
control the entire communications 
field, private and governmental, with- 
out lawful authority and contrary to 
the express intent of the Congress. 

FCC has wilfully evaded and pro- 
cured the evasion and violation of laws 
affecting the civil service. 

FCC has sought to cloak itself as an 
essential war agency making a vital 
contribution to the war effort, although 
in truth its alleged war activities con- 
stitute a danger and menace to the na- 
tional security. 

FCC has what is commonly called a 
“gestapo” to spy on the radio industry 
and other industries and this “gestapo” 
violates the constitutional rights of in- 
dividuals. 

FCC has interfered with free 
speech on the radio, despite express 
statutory prohibition to the contrary. 


O™ of the most serious charges 
made against the FCC was con- 
tained in a memorandum prepared by 
Admiral Stanford C. Hooper, now re- 
tired. This report was written in May, 
1942, while Admiral Hooper was a 
naval intelligence executive, and it was 
inserted in the congressional commit- 
tee’s record on Saturday, July 10th, by 
Congressman Cox without comment. 

Admiral Hooper’s report, which was 
submitted only to his superior officers 
for action and was never designed for 
publication, made thirteen serious 
charges against the FCC. Among them 
were : 


_ The FCC “has refused to turn over 
its file of fingerprints and confidential 
information bearing on the loyalty of 


employees to the FBI, without restric- 
tions which would render the work of 
the latter agency ineffective.” 

Mr. Fly “has frequently taken it 
upon himself to speak for national de- 
fense, thereby exposing his ignorance 
of the subject,” and has “shown that 
his primary interest is in keeping the 
support of the CIO communications 
union, which has constantly opposed 
our interests, and has not supported 
national defense.” 

Mr. Fly “has devoted too much of 
the time and energy” of the FCC “to 
trust busting, to the detriment of its 
other duties,’ and has opposed legisla- 
tion permitting wire tapping “which 
would have permitted checking of the 
telephone to Japan before Pearl Har- 
bor, and might have prevented the 
disaster.” 

Mr. Fly “opposed stopping Jap- 
anese language broadcasts in Hawaii, 
a factor which led to the disaster of 
Pearl Harbor, and has “consistently 
opposed any move to assure the loyalty 
of personnel in communications.” 


prea nateadee with the release of 
this document to the press, Con- 
gressman Cox also made public a docu- 
ment entitled : “A Résumé Made by the 
War Department” of Admiral Hoop- 
er’s statements, which asserted that “in 
a great number of examples Admiral 
Hooper is correct, and testimony under 
oath by any other connected with these 
matters can only substantiate the 
story.” 

To all of which Mr. Fly declared: 
“The documents . . . are but irrespon- 
sible charges which the Cox committee 
has handed out in a bid for publicity.” 

If this is so, the FCC should wel- 
come an investigation to clear itself, if 
it can do it so easily. The congressional 
committee will continue its investiga- 
tion, and the Senate is slated to start a 
similar one in the fall. 
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SEC Turning to More Practical 
Course? 
R 


CENT decisions of SEC in the Engineers 
and EB&S repurchase cases make inter- 
esting footnotes to my article of a year ago en- 
titled, “Is SEC Drifting off Course?” [Pus- 
al oo FortTNIGHTLY, September 24, 
Refusal to allow Engineers to take an im- 
portant step towards compliance with the 
Holding Company Act by repurchasing its pre- 
ferred stock was a great disappointment. I felt 
it to be a setback for those whom [ had de- 
scribed as the realists. 

Decision permitting EB&S to use $15,000,000 
for repurchase of its preferred stock was a 
stride in the other direction. It will be a source 
of great satisfaction to all believers in adminis- 
tration by commission. (I was better pleased 
with the decision than with the reasoning used 
to reconcile it with the Engineers Case.) The 
main point is that the men whose primary aim 
is to administer the Public Utility Holding 
Company Act and to carry out its purposes 
won an important victory over those elements 
within the staff of SEC who are following “a 
personal conception of social policy.” 

Those who may be troubled by the apparent 
inconsistency of these decisions should remem- 
ber that a group cannot be judged by indi- 
vidual standards. The Supreme Court has risen 
to its greatest heights through inconsistency. 
Group decision is the product of collision be- 
tween individuals; it is not surprising that 
deliberative bodies, even the best, move some- 
what erratically. 

It seems clear that SEC is resolving a con- 
flict by the traditional democratic process. The 
practical-minded administrators on the staff 
appear to have gained their point. Congratula- 
tions and more power to them! 

—JEROME PRESTON, 
Lieutenant Colonel, U. S. Army Air Corps. 


Mr. King Makes an Offer 
bse issue of July 22nd carries an article by 
former Congressman Clyde T. Ellis titled 


“What’s behind the Attack on NRECA?” It is 
AUG. 19, 1943 


intended as a rejoinder to my article on “The 
True Origin of NRECA” in your issue of 
July 8th. 

The ex-“Gentleman from Arkansas,” now 
executive manager of the National Rural Elec- 
tric Codperative Association, seeks to make of 
me an elder brother of Ananias in respect to 
my statements concerning the origin and man- 
agement of his organization. He alleges, in 
effect, that my sole motive is that of self-in- 
terest in disregard of the welfare of REA, 
and that I am now an unwitting tool of the 
power trust. 

There is one new thing: that I applied for 
the job he now holds. I do not care to descend 
to the “you’re another” level, but if the gentle- 
man can produce such an application signed 
by me, or the affidavit of a single reliable per- 
son that I ever made oral application, I will 
hand a $100 war bond to the Red Cross or any 
Arkansas charity Mr. Ellis may name. 

As to the germane issues, he ignores totally 
my evidence that former Deputy Craig was 
the real founder of this organization. He de- 
nies that he presented a prepared letter to Ad- 
ministrator Slattery for signature endorsing 
the insurance mutuals; that they originally in- 
tended to insure individual members and their 
families as well as codperatives; that any 
money in loans had been received ; that Federal 
money was involved; and that President Tate 
had, in effect, threatened to drive Administra- 
tor Slattery out of public life. 

Since these and like matters will doubtless 
be considered by the Senate investigating com- 
mittee under the Shipstead resolution, let us 
wait until the sworn testimony is on record, 
and then see whose face is red. 

—Jupson KING, 
Director, National Popular 
Government League. 


e 


Re Revenue Bonds 


ITHOUT attempting to discuss the main 
thesis of Herbert Corey’s article on 


W 


revenue bonds in your June 10th issue, I would 
like to point out some very curious misstate- 
ments contained in the article. : 

In the first place, Mr. Corey’s Little Fidget 
bond was not a revenue bond in the accepted 
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sense; that is, a bond issued by a governmental 
subdivision and secured by the revenues (and 
sometimes by the property) of a public utility 
or a quasi utility such as electric and gas prop- 
erties or bridges and roads used by the public. 
Private corporations do not issue revenue 
bonds, although in reorganizations, bonds 
bearing contingent interest are sometimes is- 
sued, but these are in no sense revenue bonds. 

Mr. Corey says that United States bonds are 
revenue bonds. This is not true inasmuch as 
they are supported by the taxing power of the 
government and are not dependent on reve- 
nues from income-producing properties. 

Next, Mr. Corey says that the only security 
underlying revenue bonds is the revenue of the 
project which issued it. In the first place, reve- 
nue bonds are not issued by a project but by a 
governmental subdivision; and, in the second 
place, revenue bonds are often secured by 
mortgage on tangible property. In fact, in some 
states, a mortgage is mandatory. 

Revenue bonds, says Mr. Corey, are subject 
tono form of regulation such as is the case 
with other bond issues. This is a rather broad 
statement inasmuch as certain states require 
the filing of certain information on revenue 
bonds which they do not require to be filed 
on tax-secured bonds. Mr. Corey’s statement 
that the SEC has no power over such issues 
overlooks the fact that § 17 of the Securities 
Act of 1933 applies to them. As to Mr. Corey’s 
statement that there is no way for the average 
investor to distinguish between a sound and an 
unsound security of this kind, he overlooks the 
fact that most revenue bonds are payable from 
the revenues of properties having established 
record of earnings. 

“No revenues, no dividends,” Mr. Corey 
says, overlooking the fact that revenue bonds 
bear interest and that there are no stockholders 
to receive dividends, any balance of net reve- 
nues after interest and principal payments on 
revenue bonds accruing to the political sub- 
division issuing them. 


—T. L. Battey, 
Otis & Co., Cleveland, Ohio. 


Bouquet for Mr. Ellis 


I ‘HAVE read with great interest the articles 
on the internal conflict within REA by 
Judson King and Clyde T. Ellis in the July 8th 
and July 22nd issues, respectively, of PuBLic 
UTILiTiEs ForTNIGHTLY. It seems to me, how- 
ever, that both articles overlook or pass too 
lightly over the real issue—whether the rural 
electric co-ops are going to continue to be 
tied to the apron strings of the Federal gov- 
ernment, or strike out to be self-supporting 
units in our American economic picture. In 
other words, it really isn’t so important what 
Messrs. King and Ellis think of each other or 
whether Harry Slattery stays on or leaves the 
helm of REA. 

But if it is to be our permanent policy to 
have Federal REA continue to dominate the 
co-ops throughout the payment of their loans 
and even afterwards—that is something else 
again, and a mighty serious issue. Critics of 
the co-op movement say it cannot thrive in 
competition with capitalism (except for cer- 
tain simple, elementary enterprises), that it 
tends to become absorbed by private enter- 
prises, just as the thousands of farmer mutual 
telephone companies were absorbed by the tele- 
phone industry during the early decades of the 
present century. Friends of the co-op move- 
ment say they can survive if let alone and 
dealt with fairly. 

But if the strong hand of Federal patronage, 
subsidy, etc., is never to be withdrawn from 
propping up the rural electric co-ops—if they 
will never get the chance to show what they 
can do by themselves, without tax exemption 
and other favors—then we’ll never know the 
answer. We'll just go right on paying for an- 
other “experiment.” If Mr. Ellis really stands 
for co-op independence, I’m for him. While 
it would probably be too much to expect the 
NRECA to forego its opportunities for lobby- 
ing for co-ops, his idea about need for more 
independence for the co-ops is a big step in the 
right direction. 

—WILLIAM L. Rocers, 
Churchton, Md. 





4 CWE have 6 per cent of the world’s population in the United States, 

and yet we generate and use more than one-third of the electrici- 
ty used throughout the world. The capacity of the generating plants of the 
United States exceeds the combined capacity of the generating plants of 
Germany, Italy, and Japan, including the plants in those areas of other 
countries that the Axis dominates. Approximately seven-eighths of the 
electric service in the United States is supplied by electric operating com- 
panies and one-eighth by government-owned electric utilities.” 


Grover C. NEFF 


President, Wisconsin Power & Light Company, 
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Wire and Wireless 
Communication 


HE special committee of the House 

of Representatives investigating the 
Federal Communications Commission 
was scheduled to resume its hearings 
August 9th. Chairman Cox of the House 
group had previously announced that 
business sessions would begin in New 
York city under the supervision of two 
members of the committee, Representa- 
tives Hart, Democrat of New Jersey, and 
Wigglesworth, Republican of Massachu- 
setts. 

Developments at the New York city in- 
quiry were expected to cover alleged use 
of improper tactics by the FCC in regu- 
lating a number of radio stations han- 
dling foreign language broadcasts, par- 
ticularly Italian language stations. It 
was expected that evidence dealing with 
the relationship between the FCC and 
the Office of War Information Foreign 
Language Branch on such foreign lan- 
guage broadcasts would be highlighted. 

ea et 


ESTIMONY was presented on August 

4th in New York before a section 
of the investigating committee purport- 
ing to show that the wishes of the Fed- 
eral Communications Commission, even 
in a matter over which the commission 
had no jurisdiction, were sufficient to 
cause a Chicago broadcaster to dismiss 
three announcers and later lose business 
worth $18,000 a year. 

Testimony concerning the incidents 
was obtained by Eugene L. Garey, coun- 
sel to the subcommittee which is sitting 
in the U. S. Court House in New York 
city. The witnesses were Gene T. Dyer, 
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operator of stations WSBC, WAIT, and 
WGES, foreign language stations, and 
his brother, Dr. John A. Dyer, who man- 
ages WGES and WSBC. 

The dismissed announcers were Ste- 
phano Luotto, Lucca Alfidi, and Remo 
Conte, according to the witnesses. Mr, 
Luotto had been broadcasting daily in 
the Italian language for five years, under 
the sponsorship of a macaroni manufac- 
turer, when on November 2, 1942, he 
was told he could not continue his pro- 
gram. Mr. Dyer said he had been led to 
believe that the FCC had strong reason 
to consider that Mr. Luotto had been 
linked with Fascists. 

Under the questioning of Mr. Garey, 
Mr. Dyer said he had no personal reason 
to suppose that Mr. Luotto’s broadcasts 
might be inimical to the war effort. He 
told of having received word from the 
Office of Censorship, which has jurisdic- 
tion over broadcasting personnel, to the 
effect that it did “not believe that Mr. 
Luotto’s activities in American broad- 
casting would mitigate against the na- 
tional war effort.” 

However, Mr. Dyer gave a picture of 
an agent of the FCC laughingly admit- 
ting that the commission had no power 
over station personnel, and adding a mo- 
ment later that it did have licensing 
power. 

At the time WGES was operat- 
ing under a temporary license, and Mr. 
Dyer said he thought the dismissal of 
Mr. Luotto “would facilitate the grant- 
ing of the license” that was being sought 
for permanent operation of the station. 
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WIRE AND WIRELESS COMMUNICATION 


HE Wisconsin Public Service Com- 

mission recently assumed jurisdic- 
tion over the question of whether the 
present service supplied by the Western 
Union Telegraph Company and Postal 
Telegraph Company, Inc., is reasonable 
and adequate, whether the service will 
continue to be adequate if a merger of 
the two companies is effected by the FCC, 
and whether the companies have already 
curtailed services without consent of the 
commission in violation of Wisconsin 
statutes. 

Calmer Browy, examiner for the com- 
mission, opened hearings on July 28th 
and overruled objections by William E. 
Seward, New York city, attorney for the 
Postal Telegraph Cable Company, and 
Herman E. Friederich, Milwaukee, coun- 
sel for Western Union, that the FCC has 
exclusive jurisdiction on the questions 
involved, and refused their request for 
dismissal of the complaint made by the 
American Communications Association 
(CIO) Local 56, Milwaukee. 

A brief filed by A. W. Richter, Mil- 
watkee, counsel for the ACA, charged 


that the two telegraph companies were 
curtailing service as though the merger 
had already been effected, and that they 
“are reducing the already inadequate 


service” in violation of Wisconsin 
statutes, to the detriment of the residents 
of the state. 

According to the complainant’s brief, 
Postal had abandoned four branch offices 
in Milwaukee without consent of the 
commission, and made other curtailments 
in service on the Postal wires, forcing 
citizens to use Western Union service, 
which it said is 20 per cent higher on in- 
trastate messages than is Postal. 

“Through this transfer of traffic and 
being forced to use Western Union be- 
cause of abandonment of facilities on 
the part of Postal, the public of Wiscon- 
sin inevitably will have a 20 per cent rise 
in rates for much of their telegraph busi- 
ness,” the complainant’s brief read. 

Counsel for the telegraph companies 
asserted that the closing of the branches 
in Milwaukee was not a curtailment of 
service, since they were merely substa- 
tions for the receiving of messages, and 


227 


that the public still had full access to tele- 
graph facilities. “At no time has West- 
ern Union ever abandoned any service to 
any community or district without hav- 
ing the approval of this commission, 
although we have always felt that such 
permission was not required because the 
Federal act supersedes the state act,” 
Friederich said. 

Counsel for both of the telegraph 
companies protested the assuming of 
jurisdiction over questions regarding the 
merger by the state commission, assert- 
ing that the FCC has exclusive jurisdic- 
tion, and that possibilities of merger 
would be forestalled indefinitely if each 
of the 48 states were to hold independent 
hearings on the question. 


* * * X* 


. R. Frank Morgal of 
the Pennsylvania Public Utility 
Commission recently denied reports that 
he and the other two PUC majority 
members—Chairman John Siggins, Jr., 
and Ralph W. Thorne—had decided 
definitely to drop a proposal to cut Bell 
Telephone rates by about $1,300,000 a 
year. Commissioner Thomas C. Buch- 
anan, however, declared that he would 
neither confirm nor deny the reports. 
Disclosing that the commission would 
confer with Bell officials early in August, 
Commissioner Morgal said: “No deci- 
sion has been reached in the matter. We 
are considering how much—if anything 
——should be passed on to the subscribers.” 


SE eS 


ECISION on an application to enjoin 
the sale of the Keystone Telephone 
Company of Pennsylvania, which oper- 
ates in Philadelphia and South Jersey, to 
New Jersey Bell Telephone Company 
and Bell Telephone Company of Penn- 
sylvania was reserved last month by Vice 
Chancellor Alfred A. Stein. 

The application was made by Jay Car- 
ton, of New York, owner of 150 shares 
of preferred stock of Telephone Securi- 
ties, Inc., holder of the Keystone com- 
mon stock. Mr, Carton’s counsel, Samuel 
Weitzman, argued the directors of Tele- 
phone Securities, Inc., had no right to 
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vote for the sale, which would not, he 
said, provide sufficient funds to pay the 
owners of Keystone common stock and 
thus would wipe out the assets of Tele- 
phone Securities. 

Waldron M. Ward, counsel opposing 
the application, told the court New Jer- 
sey Bell Telephone had offered to pay 
$10 a share for the preferred stock of 
Telephone Securities. Keystone com- 
mon stock, he added, had never paid any 
dividends. 

During the argument, Mr. Stein sug- 
gested to counsel that they try to reach an 
agreement under which Mr. Carton 
would sell his holdings. Mr. Stein said 
while he was not deciding the case, he did 
not wish to enjoin the sale if some other 
remedy could be found. 

Mr. Weitzman described the Keystone 
Company as the last competing telephone 
company in the country. 


* * * x* 


HE August issue of the magazine 
Fortune contains an article dealing 
with the economic and political compli- 


cations of television, as distinguished 
from technical problems. 

“Technically,” the Fortune article 
states, “television has been ready to make 
a start for over five years—not in a per- 
fect state by any means, but improving 
rapidly as the war closed in. .. , At the 
point that the war immobilized civilian 
television, the U. S. television picture was 
a flickerless image, synchronized at 39 
frames per second and 525-line defini- 
tion, by authority of the Federal Com- 
munications Commission. . . . Exactly 
what the war developments will do to this 
image is largely in the realm of military 
secrecy and conjecture.” 

Citing television’s contribution to ra- 
dar, which “undoubtedly will have some 
contributions in return,” Fortune con- 
tinues: 

What can be solidly predicated upon the 
war is that all of this work in the ultra-high 


frequencies will advance television tech- 
niques, and particularly television relays. 


In a brief review of television’s recent 
past, Fortune points out that industry 
disagreement over standards, the FCC’s 


“plain and fancy muddling,” the oppo- 
sition of “financial groups with heavy in- 
vestments in present forms of communi- 
cations, threatened by technological 
change; and Hollywood, whose whole 
structure may be made over by tele. 
vision,” and the rise of FM, which found 
itself “in the anomalous position of being 
forced to fight television for space,” com- 
bined to delay television’s commercial 
debut almost up to America’s entry into 
the war. 

Today, with the slate wiped clean by 
war, the article continues, “there is a 
score of industry spokesmen who recog- 
nize that now is the golden opportunity 
for revaluating all developments and 
soundly preparing for the future. But 
there are still the clawing factions ...a 
big broadcasters’ group that seems ready 
to use television as a counter in corporate 
strategy to hem in FM in the spectrum to 
maintain the status quo in radio. . 
There is, counterwise, an FM group that 
is disposed to push FM ahead of tele- 
vision.” 

. - 


— the increased strain placed 
upon its manufacturing facilities 
by the U. S. Maritime Commission’s 
1943 schedule of shipbuilding, the Fed- 
eral Telephone & Radio Corporation, 
manufacturing affiliate of the Interna- 
tional Telephone & Telegraph Corpora- 
tion, has kept pace with the program and 
provided the new marine radio units for 
the Victory Fleet, according to a state- 
ment by E. G. Ports, radio communica- 
tions division manager of the company. 
Mr. Ports said the new one-piece unit 
for ships was of intricate design and 
ordinary mass production methods could 
not be applied to its construction, but that 
by “diluting the job for unskilled work- 
ers” the company had stepped up produc- 
tion. ‘Thus, by breaking down the task 
into simpler sectional processes,” Mr. 
Ports added, “we are able to use our 
highly skilled workers on parts that re- 
quire their attention, and leave the bal- 
ance for the unskilled workers.” 
According to Mr. Ports, the marine 
radio unit “provides a single unit for our 
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WIRE AND WIRELESS COMMUNICATION 


Liberty ships which contains all the radio 
communications equipment required by 


* * *K * 


HE Western Union Telegraph Com- 
Tt and RCA Communications, 
Inc, have agreed on division of inter- 
national traffic in connection with a plan 
for merging the Western Union and 
Postal Telegraph companies. This was 
disclosed at a hearing on the merger be- 
fore the FCC, but Chairman Fly blocked 
attempts to put evidence concerning the 
agreement into the record. 

RCAC operates entirely in the interna- 
tional field, with domestic offices in only 
three cities. Elsewhere Western Union 
offices handle RCAC traffic. Through 
a long-standing agreement, Western 
Union turns over to RCAC two foreign 
destination messages for each nine 
foreign-originated messages which 
RCAC turns over to Western Union for 
delivery in the United States. RCAC 
had asked. the commission to order a 
division formula more favorable to it, 
and the commission asked the companies 
to try to work out a plan. Frank B. War- 
ren, general counsel of RCAC, stated 
recently that so far as the companies are 
concerned they are in agreement. 


* * *K * 


INAL terms of the agreement under 

which the Radio Corporation of 
America will sell its Blue Network to 
the McGraw-Noble interests for $8,000,- 
000 were worked out late last month, 
and an application for approval of the 
deal was to be filed with the Federal 
Communications Commission _ shortly 
thereafter. 

James L. Fly, chairman of the Federal 
Communications Commission, went to 
New York to discuss the sale and its 
terms with the principals involved— 
David Sarnoff, president of Radio Cor- 
poration of America, James H. McGraw, 
Jr., president of the McGraw-Hill Pub- 
lishing Company, and Edward J. Noble, 
chairman of the Life Savers Corpora- 
tion. The Blue Network had previously 
been operated in conjunction with the 
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National Broadcasting Company, an 
RCA subsidiary, but the FCC ordered a 
divorce of the Blue and Red networks 
“in the public interest.” 

An additional phase was projected into 
the proposed acquisition by the McGraw- 
Noble interests of the Blue Network, 
however, since Mr. Noble also owns 
radio station WMCA. It was learned 
that the FCC would not sanction the 
ownership of two stations in one city by 
the same individual. In acquiring the 
Blue Network, Mr. Noble would have 
control over station WJZ, mainspring of 
the Blue Network, and therefore would 
have to dispose of WMCA. Operation 
of two stations in one city by identical 
interests, according to an official of the 
FCC, “would run counter to our poli- 
cies.” 

Sale of the Blue Network would cul- 
minate months of negotiations between 
various interested buyers and the RCA 
management. In addition to the Mc- 
Graw-Noble interests, two other major 
groups were in the bidding up to the last 
minute—the investment banking house of 
Dillon, Read & Co. and the Mellon in- 
terests of Pittsburgh and Marshall Field, 
Chicago financier and publisher. 


* * * xX 


AGE increases of from $3 to $5 a 

week were awarded on July 3lst 
by the National War Labor Board to 
approximately 500 maintenance workers 
in the plant department of the Pacific 
Telephone & Telegraph Company to 
bring their rates up to 15 per cent above 
their January 1, 1941, wage level as pro- 
vided in the WLB “Little Steel” formu- 
la. These workers are employed in toll 
maintenance work in California and 
Nevada. They are represented by the 
American Communications Association 
(CIO). The wage scale resulting fromthe 
board’s order will range from a starting 
wage of $23 a week to $60 a week after 
eight years. The union’s request for a 
reduction in the length of the progres- 
sion schedule was referred to the com- 
pany and the union for renegotiation. 
The union’s request for an increase in 
the night shift differential was denied. 
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Financial News 


Federal Taxes Increased Nearly 
One-half in 1942 


ESPITE some special concessions to 

the utility industry in the 1942 tax 

law, the utilities bore a staggering in- 

crease in Federal taxes last year, as indi- 

cated in the accompanying table. Ameri- 

can Telephone and Telegraph showed a 

gain of 80 per cent, while the electric and 

gas holding and operating companies 

listed in our table showed an average in- 
crease of 48 per cent. 

The figures for all electric utility com- 
panies compiled by the Edison Electric 
Institute showed a gain of 46 per cent for 
Federal income and excess profits taxes 
in 1942. State and local taxes were un- 
changed while miscellaneous Federal 
taxes increased only 6 per cent, The in- 
stitute pointed out that “taxes now take 
almost one dollar out of every four col- 
lected by the electric utility companies 
from consumers. ... The government has 
become the senior partner in electric 
utility enterprises and now takes in taxes 
more than is received either by labor or 
by the owners of the property.” 

It is difficult to compare the results 
for the utilities with those of other in- 
dustries since industrial group tabula- 
tions are not yet available. However, fol- 
lowing are the percentage changes for 
some large industrial companies : 


*General Motors 

Standard Ol or. J. |. caves cccsscas D19 
Pies adie COLD: <6. 6...600s 60 csacesd 64 
General Foods 63 
*U. S. Rubber 

National Dairy 

E. I. duPont de Nemours 


D—Decrease. 
* Includes foreign government income taxes. 
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and 
Comment 


By OWEN ELY 


Many industrial companies were able 
to register substantial foreign losses in 
1942, or use other means to obtain de- 
creases in taxes. The utility companies 
(with one or two minor exceptions) 
could not use this device, and practically 
every important utility showed a very 
heavy increase in Federal taxes, result- 
ing in a substantial cut in income avail- 
able for security holders. 


ECHNICAL provisions of the 1942 
Federal tax act resulted in a wide 
range of percentage increases for the year 
1942 as compared with 1941. As indicated 
in the table, a few holding companies such 
as American Power & Light, Associated 
Gas, and Standard Gas got off rather 
lightly with gains of only 20-30 per cent 
in their Federal tax bill, while American 
Telephone reported an 80 per cent gain 
and Niagara Hudson Power 117 per 
cent. In the operating company group 
there were still wider variations, with 
Commonwealth Edison and Consolidated 
Edison showing moderate increases 
while Detroit Edison, Peoples Gas, and 
Consolidated Gas of Baltimore had large 
gains in taxes. 
The fact that corporation taxes remain 
unchanged for 1943 should afford the 
Treasury Department and the utility in- 
dustry a breathing spell to gauge the ef- 
fects of the present law. Obviously, the 
Federal tax burden borne by the utility 
industry is out of all proportion to the 
burden borne by stockholders in other 
industries. In 1942 total taxes of the 
electric utility companies aggregated 
$628,000,000 according to the Edison 
Electric Institute compilation, while net 
income available for common stockhold- 
ers was near $370,000,000. 
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FEDERAL INCOME AND EXCESS PROFITS TAXES 1941-42* 
(000 omitted) 


Holding Companies 


AmieriCalt POL MECHEL: wc ccvacsvccuvasdeevcees 


American Gas & Electric 
American Power & Light 
American Water Works 
Associated Gas & Electric 
Cities Service P. 
Columbia Gas & Electric 
Commonwealth & Southern 
Electric Power & Light 
Engineers Public Service 


Bidille WV ORE NIG iieaisins ceive ee cuin senses 


National Power & Light 
Niagara Hudson Power 


Nottlt Amepice GOs io oie ce cecsccccctecnececs 


Public Service of New Jersey 

Standard Gas & Electric 

United Gas Improvement 

United Light & Railways 
Operating Companies 

Boston Edison 

Commonwealth Edison 


Consolidated Edison Co. of N. Y. .........-5- 


Consolidated Gas of Baltimore 
Detroit Edison 

Pacific & Electric 
Southern California Edison 
Peoples Gas 


Re ears eesets.ceskunae sens 


eeeeee wee ee ee eeeesessereesesees 


1942 1941 
$190,571 $105,668 
17,310 10,279** 
16,356 
10,411 
9,061 


eeseeee 


eeeeeee 


3,140 

17,818 

15,025 

2,312 

5,275 

10,791 

: 5,150 
6,579 2,577 


$350,879 $237,343 





*In a few cases miscellaneous Federal taxes may be included; parent company’s income tax 
not always included; debt retirement and postwar tax credits deducted in 1942. 
**Includes amount in lieu of taxes, representing tax saving due to refunding or other factors. 


e 


In the first quarter of 1943, according 
to figures compiled by the FPC, there 
was a further gain in taxes of 16 per 
cent over 1942—excess profits taxes in- 
creasing 74 per cent while income taxes 
were down 14 per cent. However, these 
figures may reflect 1942 taxes based on 
the 1941, rather than the 1942, law. 


» 


Electric Output and Earnings 


O” departmental chart on electric 
output and earnings was discon- 
tinued over a year ago because of lack 
of reliable data on gross revenues and 
net income. (The New York Times sea- 
sonally adjusted chart of electric power 
production has been subsequently re- 
printed from time to time.) Now, how- 
ever, the Federal Power Commission’s 


compilation of current earnings of all 
class A and B utilities is available in the 
monthly bulletins, which are on a rea- 
sonably up-to-date basis. We therefore 
present a new chart, showing on a uni- 
form logarithmic scale for 1926-42 the 
yearly figures for generating capacity 
and electric power production for all 
power plants, including municipal, gov- 
ernment, and miscellaneous, together 
with earnings figures and the Federal 
Reserve business index. 

Maximum potential generating ca- 
pacity was obtained by multiplying re- 
ported kilowatt capacity by the number 
of hours in the year. The resulting kilo- 
watt-hour figure, while entirely a theo- 
retical measure of potential output, is in- 
teresting because it affords a method of 
comparing changes in capacity with 
changes in production. 
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It is obvious, from a glance at the 
chart, that more intensive use of the na- 
tional utility network is currently being 
made than in former years, due to the 
development of interconnection facili- 
ties, the operation of war factories on a 
24-hour basis, etc. Formerly less than 
one-third of theoretical capacity was in 
use E now the figure is approaching one- 
half. 


a is also afforded between 
electric power production and the 
general level of industrial output as 
measured by the Federal Reserve index 
(revised series). The relative trends for 
the period 1926-39 indicate the rapid 
growth of residential lighting as a factor, 
since power output increased 75 per cent 
compared with 12 per cent for manufac- 
turing production. Since 1939, however, 
electric output gained only 62 per cent 
compared with 86 per cent for produc- 
tion. (By coincidence, in the twelve 
months ended June 30th power produc- 
tion was 201,000,000,000 kilowatt hours 
while the Federal Reserve index stood 
at 201.) Obviously, residential and com- 
mercial lighting have not expanded much 
during the war period so that the over- 
all figure has not had to keep pace with 
the business index. 

All of the utility data for 1926-42 are 
obtained from the Edison Electric Insti- 
tute Statistical Bulletin No. 10. (FPC 
financial data is available only since 
1937.) In order to facilitate extending 
the chart on a uniform basis the interim 
monthly figures available in the FPC bul- 
letins are charted on a “twelve months 
ended” basis, and the Federal Reserve 
index has also been converted to a twelve 
months’ moving average, similar to the 
averages for previous calendar years. A 
difficulty presented itself in extending 
the two earnings lines, since the FPC 
figures are made up on a slightly differ- 
ent basis than the EEI. In order to pre- 
serve the continuity of trend, the FPC 
monthly figures for 1942-43 have there- 
fore been adjusted by applying multi- 
pliers based on the relation between the 
two sets of figures in recent years. Thus 
it was found that the Edison revenue 
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figures during 1939-42 averaged 95 per 
cent of the FPC figures, and hence the 
latter are reduced 5 per cent; similarly, 
since the Edison figures for net income 
have been running uniformly 2 per cent 
above the FPC totals, we have made a 
similar adjustment for the monthly net 
income figures. 

The chart indicates that in the old- 
fashioned “normal” year 1926 the utili- 
ties were able to retain for preferred and 
common stockholders 28 cents out of 
every dollar. (In 1929 the figure ad- 
vanced to 32 per cent.) In 1942, how- 
ever, stockholders retained only 19 cents, 
Another point which the chart illustrates 
is that while kilowatt-hour output for all 
plants has increased 168 per cent, the 
electric revenues of private utilities have 
increased only 90 per cent since 1926. 


¥ 


American Water Works & 
Electric Company 


(Twelfth in a series of articles on 
holding companies. ) 


MERICAN Water Works & Electric 
obtains about 69 per cent of rev- 
enues from electric sales, 22 per cent 
from water service, and 9 per cent from 
railway, bus, and miscellaneous opera- 
tions. The water system, with 1942 rev- 
enues of over $15,000,000, consists of a 
large number of companies controlled di- 
rectly or through subholding companies. 
The principal electric and traction com- 
panies (with aggregate revenues of $54,- 
000,000) are controlled as follows: 
1942 
Revenues 
(Millions) 
West Penn Electric Co. (holding) 
Potomac Edison Co. ......... 
West Penn Power (operating 
& holding) 
Monongahela West 
Public Service 
West Penn Railways 


American Water Works was the first 
important holding company to submit an 
integration plan to the SEC. Such a plan, 
which was filed in August, 1937, sought 
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to establish that (1) the electric sub- 
sidiaries constituted a single integrated 
utility system, (2) the water, coal, and 
appliance companies could be retained as 
“reasonably incidental, etc.,” (3) the 
dectric railway, bus, and bridge com- 
panies could also be retained, and (4) 
the plan of reorganization and simplifica- 
tion was fair and equitable. The plan pro- 
vided for elimination of West Penn Elec- 
tric through calling of all outstanding 
securities in the hands of the public, with 
all assets transferred to American Water 


Works. Changes in the ownership of cer- 
tain smaller electric subsidiaries was also 
suggested. Financing to the extent of 
$51,000,000 was proposed in order to re- 
tire West Penn Electric’s securities in 
the hands of the public ($5,000,000 de- 
benture 5s and 342,898 shares of pre- 
ferred and class A stock), for repurchase 
by West Penn Electric of the common 
stock of Monongahela West Penn (which 
had been sold by it to West Penn Power 
in 1932), and for further equity invest- 
ment in subsidiaries. 
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Hearings were held in September, and 
in December, 1937, an SEC order was 
issued which in effect passed favorably 
upon the four principal items listed 
above. The commission reserved decision 
with respect to retention of the interest 
in American Communities Company sys- 
tem ; it desired the elimination of the com- 
pany as an intermediate holding com- 
pany, and recapitalization or reorganiza- 
tion of the Community Water Service 
Company system. Several minor prop- 
erties—farming and real estate interests 
—were ordered disposed of. 

HE commission also held that the 

distribution of voting power in the 
company and its subsidiaries was not fair 
and equitable, but gave the company a 
reasonable time to effect changes. The 
commission did not pass on the financing 
plan to raise $51,000,000. (American 
Water Works had apparently been hope- 
ful of issuing convertible bonds or addi- 
tional stock, but market conditions inter- 
fered.) In general, however, the com- 
pany gained a clean bill of health and was 
assured that it need not fear the “death 
sentence” provisions. 

Some minor steps have been taken to 
carry out the 1937 program, principally 
relating to changes in ownership of some 
of the smaller electric properties, sale of 
outside interests, etc. One issue not taken 
care of in the original plan was that of 
the services rendered to water sub- 
sidiaries by American Water Works and 
and other system companies. After dis- 
cussions with the SEC, the company de- 
cided to set up a new subsidiary service 
company to comply with commission 


standards. Hearings on the Proposed 
plan were held in April. 
System capitalization is approximately 
as follows: j 
Mil- Per 
; lions Cent 
Subsidiaries—Long-term debt 178 
Preferred stock 
Minority interest 
American Water Works— 
Long-term debt 
Bank loan due May 1, 1944 
$6 preferred stock 
Common stock & surplus 
(2,343,105 shares) ...... 


HE present system plant account, 

less depreciation, amounts to about 
$330,000,000 and after potential write- 
offs estimated at about $30,000,000, the 
net figure would be $300,000,000. To this 
amount could be added about $6,000,000 
miscellaneous investments and $10,000; 
000 net working capital, making a total 
of $316,000,000. On this basis the com- 
mon stock has an equity of $9,000,000 or 
about $4 a share; before write-offs the 
figure is $17 a share. 

Earnings in the past decade are shown 
in table below. 

Of the parent company’s total income 
in 1942 ($3,697,343) about 72 per cent 
was received as dividends, 8 per cent as 
interest, and 20 per cent as commissions, 
fees, and miscellaneous. The system’s in- 
crease in gross, which amounted to neatly 
10 per cent, was largely absorbed by in 
creased Federal taxes and larger depre- 
ciation charges. (Expenses other tha 
maintenance increased only moderately. 
In the first quarter of 1943 a slight in- 


e 


No. Times 
Fixed Chgs. 
Earned 

1.25 


No. Times 
Chgs. & Pfd. Earned per Share Commo 
Div. Earned Consolidated Parent Co. 
$1.06 
1.26 Li 
1.29 ; 1.21 
; ; 95 
: 38 
1.14 
1.52 
1.32 
1.03 
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provement over last year was registered, 
common share earnings amounting to 19 
cents as compared with 16 cents in 1942. 


> 


“Canned Testimony” Speeds 
Case 


N an attempt to streamline hearing 

procedure before its trial examiners, 
the Securities and Exchange Commis- 
sion recently permitted, for the first 
time, introduction of “canned testi- 
mony.” Within the space of five minutes, 
it was reported, testimony given by 
Philip A. Fleger, senior vice president 
of the Standard Gas & Electric Company, 
that would have required two full days 
to present orally was placed in the record 
of the company’s recapitalization plan. 

The testimony of Mr. Fleger, also gen- 
eral attorney for the Philadelphia Com- 
pany and all of its subsidiaries, was pre- 
pared in advance and submitted to the 
stenographers in mimeographed form. 
Copies of Mr. Fleger’s direct testimony 
had been supplied to all interested parties 
at least ten days before, enabling them 
to familiarize themselves with it and to 
proceed immediately with cross-exami- 
nation of the witness before Richard 


Townsend, commission trial examiner. 

Credit for the idea of employing 
“canned testimony” was given to Mr. 
Townsend, who obtained the approval of 
the SEC to test the method as a means 
of cutting days, if not weeks, from ex- 
tended hearings on complicated cases. If 
the experiment proves successful, the 
commission is expected to make the pres- 
entation of “canned testimony” stock 
procedure in such matters in the future. 


a 


Public Utility Valuation 


ye Journal of Commerce on July 
26th issued a special 44-page tab- 
loid supplement without advertising, en- 
titled “Public Utility Valuation—the Is- 
sues at Stake and the Consequences.” The 
twenty articles were grouped under the 
following headings: Principles of Utility 
Valuation, Utility Valuation and Prac- 
tice, and Valuation Policy Effects. (See 
page 236.) This comprehensive review 
of the various phases of utility valuation 
is of particular interest at this time, when 
the efforts of the FPC, the SEC, and 
some of the state commissions to cut util- 
ity plant accounts “to the bone” are com- 
ing to a head. 
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What Others Think 


Journal of Commerce Publishes 
Compendium of Utility Articles 


} here of experts in various branches 
of the public utility field has pre- 
sented an illuminating and comprehen- 
sive analysis of the effects on the indus- 
try of utility regulation and attempts to 
adopt the original cost theory of de- 
termining a rate base. 

The study is presented in a “Public 
Utility Valuation” supplement of the 
Journal of Commerce and Commercial 
of New York for July 26, 1943. 

An introductory article by Jules I. Bo- 
gen, editor of the publication, noted that 
government regulation of business has 
been extended on an unprecedented scale 
during the past decade. He said that “‘be- 
cause what is being done to the public 
utilities today could well become the gen- 
eral regulatory policy of government 
over all industry at some later date, as 
well as because of the importance of 
sound utility regulatory policies in them- 
selves,” his publication prepared the 
special issue. Mr. Bogen continued : 

The basic issue in public utility regulation 
today is whether this industry shall hence- 
forward be limited at best to a low rate of 
return on the “aboriginal” cost of its physi- 
cal properties, no matter how efficiently a 
utility enterprise may have been promoted, 
managed, and financed. The rulings of the 
Federal Power Commission in rate cases af- 
fecting companies subject to its jurisdiction, 
the decisions of the Securities and Exchange 
Commission under the Public Utility Hold- 
ing Company Act, the stand taken by a num- 
ber of state commissions that have been in- 
fluenced by these Federal agencies and the 
newer uniform classification of accounts 
issued by the National Association of Rail- 
road and Utilities Commissioners would 
limit the rate base of public utilities to 
the dollars originally “prudently” invested 
in their property by the first person devoting 
it to public use. 


Mr. Bogen briefly outlined the early 
methods of acquisition of small plants by 
the larger companies and their integra- 


tion into systems that produced power on 
a large scale and more cheaply. He point- 
ed out that it was often necessary to pay 
considerably more than original cost for 
them. He said: 


Why did investors provide the capital 
needed to buy these local utility properties 
at more than original cost, and large 
amounts of additional funds to reconstruct 
and integrate these smaller enterprises into 
a large system providing better service at 
lower rates? Because they expected that if 
these utility systems were soundly conceived 
and well managed, and they succeeded in re- 
ducing the rates charged consumers, regula- 
tory commissions would be glad to allowa 
reasonable return on the fair value of the 
integrated, efficient enterprise thus brought 
into being. 

It is now proposed that these expectations 
shall be denied owners of utility property 
retroactively. At best, they are to be limited 
to a moderate rate of return on the “aborig4 
inal cost”; that is, the investment made not 
by the present owners of the property, but 
by those who built the small local utilities 
that were acquired by the present owners to 
create the more efficient and more economi- 
cal, integrated enterprise they have brought 
into being. If any part of this investment is 
found, with the wisdom that always comes 
after the event, to have been “imprudent,” 
that part of the aboriginal cost will be ruth- 
lessly cut out of the rate base. 


M’ BocEN added that involved here 
is nothing less than the virtua 
abolition of the profit motive as it exists 
elsewhere in the national economy, pav- 
ing the way for socialism. He pointed 
out that the utility industry is still in tts 
major growth stage and that new capital 
will be slow to enter an industry in which 
the investor cannot obtain a fair retum 
on the value of his investment. He added 
that the aboriginal prudent investmet! 
basis of valuation is clearly unattractivt 
to investors. Declaring the problem 0 
utility valuation is one of many facets 
Mr. Bogen said: 
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WHAT OTHERS THINK 


The economic phase calls for the formu- 
lation of valuation policies that will attract 
capital to the industry in adequate amounts 
so that expanding demands of consumers 
can be satisfied and the industry kept abreast 
of progress in the art. At the same time 
rates to consumers should be held as low as 
is consistent with this basic objective. 

The legal phase of the valuation problem 
is concerned with the formulation of prin- 
ciples to guide the courts in passing upon 
rate rulings of regulatory commissions. 
More and more, this becomes a question of 
determining where the supervision of the 
courts ends and the discretion of the regu- 
latory commissions begins. The trend of re- 
cent court decisions has been toward giving 
more discretion to administrative agencies, 
not only in this field but everywhere. .. . 

The valuation problem also has important 
engineering aspects. The engineer is con- 
cerned with providing adequate service at 
low rates. Sound valuation is indispensable 
to this end, he knows, if the industry is to 
be operated by private enterprise, rather 
than by municipal or Federal governments. 

The accountant keeps his books and finan- 
cial statements on a cost basis, as a matter 
of convenience and convention. 


Roscoe Pound, former dean of the 
Harvard Law School, declared that “un- 
checked administrative valuation is in- 
compatible with our American economic 
order.” He discoursed profoundly on 
the principle that today there is a cult of 
force, a turning to absolute ideas of gov- 
ernment throughout the world, and 
pointed to the danger of administrative 
absolutism. He emphasized in this con- 
nection the tendency of administrative 
bodies to replace the judiciary and the 
law in the exercise of its legislative 
authority. Explaining, he said: 


Valuation of public utilities affords an ex- 
cellent illustration of what committing such 
a subject to administrative determination 
free from judicial review would mean. 

Administration characteristically treats 
each case and each situation as unique. But 
the economic order calls for predictability 
and uniformity. Except as relations are ad- 
justed and conduct is regulated by sys- 
tematic application of authoritative rules and 
Principles in accordance with an authoritative 
technique—in other words, by courts accord- 
ing to law—nothing can be done with assur- 
ance which involves any large investment or 
expenditure of money or labor or which ex- 
tends over any long time. As utilities depend 
upon the rates they may charge and those 
rates depend upon valuation, a policy which 
puts valuation at large as something not pre- 


237 


dictable by reference to principles of general 
application, but left to be arrived at as a 
unique determination for each case, with no 
legal restraint to insure that a legal measure 
is set up and consistently and uniformly ap- 
plied, must in the end break down the sys- 
tem of privately owned and operated utili- 
ties. Valuation on legal principles, legally as- 
sured by judicial review to require adherence 
to those principles, has for its alternative 
ownership and operation by the government. 
Unchecked administrative valuation is in- 
compatible with our American economic 
order. 


To cut off from the province of the judi- 
ciary scrutiny of official action involving in- 
dividual rights in a field of such importance 
is to break with the most characteristic of 
American institutions, the one outstanding 
American contribution to politics; namely, 
the constitutional democracy under which all 
the powers of politically organized society 
are exercised by officials and agencies sub- 
ject to the law of the land. 


Sekine Nrxon CARVER, professor 
emeritus of political economy at 
Harvard, declared that government regu- 
lation is expensive, not only in money 
and man power, but in irritation, frustra- 
tion, and repression of enterprise—to say 
nothing of the loss of self-reliance and 
initiative, when the people come to rely 
on government to take care of them. 
Commenting on various possible valua- 
tion bases, he said that there were two ex- 
tremes—one being the proposal that the 
present value of the plant as a going con- 
cern shall be taken as the investment, He 
discarded this as a basis for regulation. 
The other and opposite extreme is the 
proposal that only the original invest- 
ment shall be counted. He contended 
that the original investment seldom cov- 
ered the total investment. Opposed to 
this, he continued, is the proposal that 
the total investment—that is, all the 
money actually spent for the building and 
improvement of the plant during its en- 
tire history—shall be counted as the in- 
vestment on which the current rate of 
interest is to be permitted. This is un- 
tenable, he said, because mistakes may 
have been made and money spent for im- 
provements that did not improve. 

He pointed out that a reasonable basis 
for determining rates might be on the 
cost of reproducing a plant, not the exist- 
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ing plant but an entirely new plant of 
the most modern design, with the same 
capacity. He continued: 


If we are opposed to monopolistic power 
it is presumably because it enables a com- 
pany to charge higher rates than could be 
charged under effective competition. The 
presumption is, therefore, that rate regula- 
tion should aim to permit a public service 
company to charge about the same rates as 
could be charged under competition, or to 
leave the company in about the same finan- 
cial position as it would be if competition 
were active and effective. Under such com- 
petition, as we have already shown, a com- 
pany could not long charge rates so high as 
to earn an income which, capitalized at the 
current rate of interest, would give a value 
to the plant above the cost of reproducing it. 
If it charged higher rates it would simply 
invite competitors to build new plants to 
compete with itself. 

Be it remembered that it is the cost of 
building a new plant with the same produc- 
tive capacity as the existing plant that counts. 
Would-be competitors are not deterred from 
building competing plants by the sum of all 
moneys invested in old plants, nor the amount 
“prudently invested,” nor by the total present 
value of old plants as going concerns. They 
will start competing whenever they figure 
that they can build a new plant that will earn 
an income which, capitalized, will equal its 
cost. 


; pee R. Commons, professor emeritus 
of economics of the University of 
Wisconsin, discussed evolution of the 
value concept, drawing the distinction be- 
tween the use value and exchange value. 
He said that in the light of the evolution 
of the concept of value it is evident that 
efforts to value a business enterprise in 
terms of the original cost of the tangible 
assets alone is a step backwards and an 
anachronism. He said: 


Failure to recognize the existence of a 
going concern, as distinguishable from physi- 
cal assets, perpetrates injustice. The United 
States Supreme Court as long ago as 1897, 
in the Adams Express Company tax case, 
ruled that “whenever separate articles of 
tangible property are joined together, not 
simply by a unit of ownership, but in a unit 
of use, there is not infrequently developed 
a property, intangible though it may be, 
which in value exceeds the aggregate of the 
value of the separate pieces of tangible 
property.” In this decision laying down the 
“unit rule” for corporate taxation, the court 
completed a transition, that had been going 
on for fifty years, in the meaning of property 
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from that of tangible property owned by 
individuals and held for their own use tp 
that of a going business owned by a going 
concern. 


John F. MacLane, New York lawyer 
and specialist in the field of public utility 
law and former justice of the supreme 
court of Idaho, made the following 
statement: 

The recent decision of the Supreme Court 
of the United States in Federal Power Com. 
mission v. Natural Gas Pipeline Company 
raises doubt as to whether the historic func. 
tion of the courts in supervision of the rate. 
making processes of administrative tribunals 
is to be preserved. .. . The majority of the 
court ‘apparently gave regulatory commis. 
sions a free hand in the selection of the bases 
upon which rates should be fixed and con- 
fined the judicial function to the determin. 
tion that a fair hearing was given, proper 
findings made, and statutory requirements 
satisfied, subject only to the vague limitation 
that the courts might intervene on “a clear 
showing that the limits of due process have 
been overstepped.” 


Pointing to the confusion in which the 
law is thrown by the Supreme Court de- 
cision in the Federal Power Commission 
v. Natural Gas Pipeline Company Case, 
Mr. MacLane said this point is well i- 
lustrated by the recent decision of the 
fourth circuit court of appeals in the 
Hope Natural Gas Company v. Federal 
Power Commission Case. Here the ma 
jority opinion of the court, in effect, con- 
strues the majority opinion of the Pipe 
line Case as reaffirming the classic prin- 
ciples of rate making under the fair 
value theory. Mr. MacLane said that tt 
is his personal view that in periods of 
drastic price changes, either upwards or 
downwards, the original cost, unless 
equated by some general price level fac: 
tor or compensation in the rate of retur, 


‘cannot economically control public util 


ity rates any more than it can control the 
prices of what are generally considered 
private products or services. Mr. Mac 
Lane concluded: 

If the legislative determination is conclu 
sive upon the courts upon constitutional re 
view, no true judicial function is left remait- 
ing and the court is relegated to the position 
of a mere ex post facto moderator or referet 
to determine whether the rules of order o 
of the prize ring were followed. This is a 
parently the position to which the minort) 
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QUESTION: HOW TO GET THE GENII BACK IN THE BOTTLE 


opinion in the Pipeline Case would reduce 
the court. The majority opinion on its face 
carries no such implications. In determining 
a question of confiscation, the courts have 
always held that the minimum limit at which 
a rate could be sustained was the lowest 
Possible rate which would fairly compensate 

€ owner of the property for his public 
service, But when this decision is construed 
y the minority as virtually abandoning all 


judicial tests, it at least implies a threat of 
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the abrogation of effective application of the 
due process clause to the protection of prop- 
erty rights, and specifically the interest of 
investors in public utility securities. 


J. G. Priest, member of the firm of 

e Reid & Priest and general counsel 

for Electric Bond and Share and other 
utilities, held that the Smyth v. Ames 
Case has served the nation well. He pre- 
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sented for consideration the following, 
which he termed a workable valuation 
ruling: 

In many of the Federal courts, recent de- 
cisions have indicated an extreme reluctance 
to lay judicial hands on the orders of ad- 
ministrative tribunals. There will, of course, 
be regulatory orders which give such vio- 
lent offense that the courts will interfere, 
but the public utility investor probably must 
look to legislative rather than judicial 
remedies. 

Judged on the basis of its product—our 
existing public utility industry—as distin- 
guished from certain of its by-products, the 
formula of Smyth v. Ames has served the 
nation well. It may well be, however, that, 
in the search for a more workable valuation 
rule, the use of price trends has not yet been 
sufficiently explored. As already indicated, 
both the majority and the dissenting opinions 
in the Chesapeake & Potomac Telephone 
Company Case hold out some hope in that 
direction and, with the codperation of public 
utilities and regulatory agencies in giving 
reasonable attention to available, actual, cur- 
rent cost data as such data exist and come 
into being over the years, it should be pos- 
sible to evolve and apply current construc- 
tion cost indices which will reflect, with sub- 
stantial accuracy, both changes in price levels 
and the current market value of physical 
property. 


R. C. Thurston, Jr., manager of the 
accounting firm of Price, Waterhouse & 
Co., commented as follows: 


Restatement of utility properties on the 
basis of original cost to the person first devot- 
ing the property to public service may even- 
tually simplify for regulatory commissions 
the matter of rate regulation, but such a re- 
statement (almost uniformly downward) 
can only work to the disadvantage of the 
present investor whose interest is in the 
present enterprise rather than in the cost of 
the property to companies which may have 
been bought out or merged many years ago. 


William D. Ennis, professor of engi- 
neering economics at the Stevens Insti- 
tute of Technology, said: 


The utilities are in the expanding stage. If 
this expansion is to be the natural fruition of 
an enterprise system, fair opportunity for 
profit must exist. Otherwise public utility 
development will be governmental. From 
this it is a short step to complete govern- 
mental domination of the field, and no doubt 
of other fields as well. 


Francis S. Haberly, consulting engi- 
neer specializing in utility problems, de- 
clared the cost of reproduction of public 
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utility property can be fairly and reason. 
ably determined in every case. He said 
it is a competent engineer’s best estimate 
of probable cost, prepared as would a 
contractor seeking a construction job, 

Dean John T. Madden, of the School of 
Commerce, Accounts, and Finance, New 
York University, said more progressive 
regulatory commissions are giving recog- 
nition to the war-time inflation of com- 
modity prices and the likelihood that 
after the war the commodity price level 
will be substantially higher than before, 
He added that realistic public utility 
regulation must formulate a program 
which will recognize the increase in value 
of public utility properties that would ac- 
company a general rise in the price level, 
so that utility investors would not be 
placed at a severe disadvantage by com- 
parison with investors in other industries, 
and the flight of capital from this basic 
and essential industry will not be brought 
about. 


WEN ELy, utility analyst with Shields 
& Co. and financial editor of Pus- 
Lic UTILITIES FORTNIGHTLY, asserted: 


While the administration pays lip service 
to the desirability of the capitalist order, a 
war of attrition has in fact been waged 
against that system in the utility industry. 
... Risk capital is urgently needed (for re- 
placement of inefficient generating facili- 
ties) but without hopes of receiving a fait 
return on the “fair value of the investment’ 
they make, it will be hopeless to expect equity 
capital to be forthcoming in substantial 
volume. 


Sherwin S. Badger, assistant treasurer 
of the New England Mutual Life Insur- 
ance Company, speaking from the point 
of view of the institutional investor, said: 


The ridiculousness of the original cost 
theory would be readily apparent if it were 
applied to real estate instead of to public 
utilities. Not an owner nor a mortgage hold- 
er in any building over thirty or forty years 
old would be entitled to collect a cent of it- 
come if the Federal Power Commission rule 
held sway since the original cost less the 
amounts that should have been charged for 
depreciation would by now have reduc 
values to either zero or negative quantities 

In the final analysis the fundamental and 
most serious charge against the original cost 
theory is that it violates the basic tenet 0 
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capitalism, which is that the hope of profits, 
tempered by the fear of loss, is the most prac- 
tical system yet devised to spur the great 
majority of men, generation after generation, 
to their best and wisest effort. The removal 
of the profit incentive, inherent in the original 
cost doctrine, will not only stifle creative en- 
terprise, it will put a premium on incompe- 
tence, inefficiency, and the status quo. For- 
tunately this theory is not yet the law of the 
land. It must not be allowed to gain further 
headway and nobody in the country has a 
greater stake in its defeat than the institu- 
tional investors of the country. 


Luther R. Nash, associated with the 
Stone & Webster organization for many 
years, and now a private consultant, said: 


Aboriginal cost has occasioned much con- 
fusion and grief. All electric and gas com- 
panies subject to these new systems of ac- 
counts (prescribed by the FPC in 1935) are 
being required to rewrite their fixed capital 
accounts, transferring all excesses over 
aboriginal cost to other accounts, the signifi- 
cance of which in rate proceedings is not yet 


clear. 
—C.A.E. 





Fuel Conservation Program Urged 


fhe government should sponsora vig- 
orous voluntary fuel conservation 
campaign. Rationing of coal should not 
be adopted next winter as a means of 
freeing labor and materials, but rationing 
techniques should be developed for emer- 
gency use. 

These are chief among a list of recom- 
mendations made by the fuel and utili- 
ties division of the Office of Civilian 
Requirements, following a survey of sev- 
eral months of coal supply and require- 
ments for the 2-year period, April 1, 
1943, to March 31, 1945. 

Significantly, the report points out 
in its foreword that the recent strikes 
in the coal fields have resulted in a de- 
crease in the estimated production of coal 
during the present fuel year, 1943-44. 
As against the original estimate of 610,- 
000,000 tons of bituminous for the fuel 
year, the present estimate is 600,- 
000,000—a loss of 10,000,000 tons. Esti- 
mates for anthracite production are 60,- 
000,000 tons, as against the original fig- 
ure of 65,000,000—a loss of 5,000,000 
tons. 

The report points out that the loss 
sustained through strikes will result 
in the need for a larger production in 
1944, “a consequent necessity of retaining 
the labor force at a higher level, a de- 
crease in bituminous coal inventories 
earlier than would otherwise have been 
the case, and a greater substitution of 
bituminous for anthracite coal.” 

The study shows that approximate- 
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ly 68.3 per cent of coal requirements 
is classified for industrial use, 16.7 per 
cent for residential use, 8.8 per cent as 
governmental, commercial, and institu- 
tional, 4.7 per cent as exports, and 1.5 
per cent as direct military. Of the 68 
per cent used by industrial consumers, 
the largest users are the railroads, with 
20 per cent ; coke ovens, with 16 per cent ; 
and electric utilities, with 12 per cent. 

It is estimated that the unrestricted 
requirements for coal for 1943 will be 
663,379,000 net tons, and for 1944 
687,922,000 tons. Stocks on hand as of 
March, 1943, were estimated at 100,912,- 
000 tons of bituminous coal. Bedrock 
coal requirements for all consumers are 
placed at about 8 per cent, or 55,000,000 
tons less than unrestricted requirements 
as estimated for 1943. Increases in the 
estimated requirements for coal con- 
sumption are accounted for by the shifts 
to coal from other fuels and increased 
output of coke for the steel industry, 
increased power generation, increased 
railroad activity, and expanded produc- 
tion of war goods. 

The survey shows that to meet unre- 
stricted requirements there must be pro- 
duced 1,200,000,000 tons of bituminous 
and 125,000,000 tons of anthracite dur- 
the 2-year period, April 1, 1943, to 
March 31, 1945, after making full allow- 
ance for possible stock withdrawals and 
the substitution of bituminous coal for 
anthracite. To attain this projected vol- 
ume of output with a 44-hour work week, 
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the study points out, employment during 
1944 and the first quarter of 1945 must 
be held at about 405,000 men in the bi- 
tuminous industry and at 78,500 men in 
the anthracite industry. These levels, it 
says, are approximately 5.8 per cent and 
6.9 per cent, respectively, below current 
employment. 

It explained also that if estimated re- 
quirements are to be met, tons of coal 
moved by rail must increase in the coal 
year 1943-44 about 7.1 per cent over the 
coal year, 1942-43. Shortages of cars are 
to be expected, but probably not in such 
numbers as to preclude the required in- 
crease in shipments of coal. 


MONG other recommendations made 

as a result of the study in addition 

to the two first mentioned are the fol- 
lowing: 


1. This year’s campaign for the 
summer storage of coal should receive 
the support of the Office of Civilian 
Requirements. 

2. In view of the growing diffi- 
culties in coal production, transporta- 


tion, and local delivery, the former 
policy of freely substituting coal for 
oil and other fuels should be abandon. 
ed, and conversion policy should be 
subject to a continuous review of the 
availability of each of the fuels in var- 
ious areas. 

3. The currently large inventories 
of bituminous coal warrant substan- 
tial withdrawals during the next two 
years as a means of reducing the bur. 
den on railroads, local distribution 
facilities, and mine production. It ap- 
pears advisable at this time to permit 
coal stocks to be reduced to minimum 
levels by the end of the first quarter of 
1945. 

4. A comprehensive zoning of coal 
markets is not deemed advisable at this 
time, but plans and studies should be 
developed to achieve as much elimina- 
tion of waste in the transportation of 
coal as may be found practical. 

5. A comprehensive survey should 
be made to determine the actual 
amounts of coal in the inventories of 
residential and commercial consumers. 

—C. AE. 





Power Industry Due for Postwar Expansion 


HE electric power industry may ex- 

pect a steady increase in the use of 
power for a long period of years follow- 
ing a sharp drop immediately after the 
end of the war. (See accompanying 
charts. ) 

This is the opinion of M. L. Sinde- 
band, utility engineer, inventor, and vice 
president of the Ogden Corporation, ex- 
pressed in an article prepared for the 
“Public Utility Valuation” supplement of 
the Journal of Commerce and Commer- 
cial of New York for July 26, 1943. 

Mr. Sindeband made note of the fact 
that the World War itself has caused a 
sharp rise in the consumption of electric 
power, but it has also given rise to scien- 
tific and industrial developments that will 
accelerate the expansion in electricity de- 
mand during the era that will follow the 
transition back to peace-time economy. A 
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slump will come as the war closes and 
will endure during the period of time 
necessary to convert war plants to peace- 
time production. 

“But with reconversion completed,” 
Mr. Sindeband said, “the postwar era 
will begin. At that time the scientific and 
technical advances that are being 
hastened under pressure of war will 
produce their fruit in the shape of in- 
creased production of better goods and 
services at lower unit costs.” 


noo that the industrial power load 
has been greatly increased by the 
war, the writer said that in the course of 
the next decade there is every reason to 
believe the present record industrial load 
will be largely surpassed. 

“It is evident that the war has imparted 
a tremendous impetus to research 
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many industrial fields,” the writer point-"¥ said, that the home of the postwar world 


ed out. “This is particularly true in the 
fields of aviation, metallurgy, plastics, 
and synthetics. We know more about 
electronics than ever before. The idea 
largely prevails that electronic devices 
are limited entirely to the field of com- 
munications. This is not true. Many in- 
dustries are finding practical application 
for electronic devices.” 

In addition to the increase in use of 
electric power in the development of light 
metals, plastics, and synthetics, the in- 
dustrial power load also will be increased 
by the high level of production that is 
anticipated. He said the expected im- 
provement in living standards, a building 
boom, a high level of export trade, and 
advances in transportation would make 
it possible for peace-time industry to 
maintain a level of production equal to 
or greater than that of the present war 
period. 

It is fair to assume, Mr. Sindeband 


will be an electrical home, so that sharp 
gains in electric power consumption loom 
up in the residential field. Increased rural 
demand for electricity also should swell 
the demand for postwar electric power, 
as postwar farming becomes more 
mechanized and otherwise modernized. 

N the preceding page, two charts 

which accompanied Mr. Sinde- 
band’s article are reproduced. The chart 
at the top is a projection of electric power 
demand and recognizes the probable re- 
cession that will follow the end of the 
war arid the recovery thereafter. With 
the recovery, an annual increase of more 
than 3 per cent a year is anticipated. The 
lower chart projects the industry’s invest- 
ment to 1950 (from the Edison Electric 
Institute Bulletin) and shows that the 
industry will have to attract large 
amounts of additional capital to satisfy 
the increased demands for service. 





Brookings Study Favors Distribution 
Of Pricing Powers among Agencies 


Brookincs Institution study ex- 

pressed favor for the movement in 
Congress to distribute among various war 
agencies pricing powers now largely 
placed in the Office of Price Administra- 
tion. The Brookings Institution study at- 
tributed the stability in the cost of living 
index achieved by the British government 
mainly to its organization of price con- 
trols along commodity lines. 

The study conceded that there are dif- 
ferences in institutions and economic 
patterns which made British controls not 
altogether applicable to the United States. 
But it stressed the point that British ex- 
perience “should prove valuable” to the 
United States in the solution of many 
price problems that are common to both 
countries. 

The British organization set-up for 
price controls places in each commodity 
and service agency responsibility for 
price control, rationing, import and ex- 
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port controls, subsidies, licensing, con- 
servation, and standardization. This type 
of organization, the study notes, has 
made possible “an effective integration” 
of control over supply, demand, and price 
for each product and has prevented de- 
lays and confusion inherent in divided 
responsibility. 

The survey emphasizes that creation 
of a central body, -along lines of the 
Canadian war-time prices and trade 
board, to codrdinate actions taken by the 
separate agencies especially in connection 
with factors entering into costs, would 
have made British price control even 
more effective. In spite of the lack of a 
central body, however, the British 
have kept the cost-of-living index prac- 
tically stable for two years through the 
operation of these price controls, supple- 
mented by subsidies and paralleled by 
a fiscal policy which obtains funds chief- 
ly from nonbanking sources. 
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“STEADY THERE, ROVER, THE ARMY EXPECTS EVERY DOG TO DO HIS DUTY” 


The British government started pay- 
ing subsidies to prevent retail price in- 
creases of some basic food products in 
December, 1939, but by April, 1941, the 
cost-of-living index had moved up 28 
per cent. A much more comprehensive 
subsidy program was then adopted, and 
the index has since been maintained with 
little change. Actual living costs, includ- 
ing items not in the index, have increased 
about 40 per cent and wholesale prices 
about 65 per cent since the beginning of 
the war. Subsidy payments have account- 
ed for between 2 and 3 per cent of budg- 
etary expenditures, and are estimated 
at between $500,000,000 and $600,000,- 
000 for the year ended March 31, 1943. 

In Great Britain many wage agree- 
ments provide for adjustments in rates to 


compensate for changes in the cost of 
living. Thus use of subsidies has had an 
important part in reducing the pressure 
for higher wages. Actual weekly wage 
rates in July, 1942, had increased orly 
31 per cent over the 1938 levels. Al- 
though total weekly earnings had risen 
about 60 per cent, nearly half of this was 
due to overtime, shifts to better paying 
jobs, fuller employment, and incentive 
payments. 
Highlights of British experience as 
presented by the survey are as follows: 
1. Price adjustments have been used 
by the authorities to direct the flow 
of agricultural products. 
2. Stability of prices has been sub- 
ordinate to maintenance of the flow of 
supplies. A controlled rise rather than 
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unchanging prices has been the ob- 
jective for many commodities, with 
the general policy being to fix prices 
at levels which would be remunerative 
to producers. 

3. Imposition of price fixing or ra- 
tioning has been followed by increas- 
ing pressure on substitute products, 
thus requiring extension of the area of 
control. 

4, Fixing prices at retail and not at 
earlier stages of distribution caused 
supplies to disappear from the market. 

5. Geographic distribution of sup- 
plies was unbalanced unless prices 
were adjusted to compensate for dif- 
ferences in transportation costs so that 
the distributor’s return was the same 
from all markets. 

6. Where price fixing was under- 
taken without rationing it resulted in 
an inequitable distribution of supplies, 
the formation of queues, and the flow 
of supplies to the black market. When 


rationing of clothing was undertaken 
without effective price fixing, it was 
found necessary to control prices so 
that low-income groups could afford to 
acquire their rations. 

7. Classification and, where possible 
standardization have been indispens- 
able to the successful control over 
prices and rationing of many products, 

8. Subsidies have been a very valu- 
able device in stabilizing the prices of 
basic food products. Stabilization of 
the cost-of-living index, made possible 
by subsidy payments, reduced substan- 
tially pressure for higher wage rates. 

9. Operation of both rationing and 
price control was greatly facilitated 
when supplies were also controlled. 

10. British fiscal policy, which was 
based on heavy taxes and large-scale 
diversion of current savings to the 
government, appears to have eased the 
task of price control and rationing 
authorities. 





Manufacturers’ Publication Warns against 
Inflation in Postwar Period 


I heen personal income taxes on 


small incomes, stabilization of 
wages, and less dependence upon banks 
for financing war deficits—these are the 
steps advocated by the current issue of 
“Industry's View,” published by the 
National Association of Manufacturers, 
to close the “inflationary gap” and pre- 
vent runaway prices immediately after 
the war. The publication reviewed “the 
piecemeal approach to the control of 
prices and wages for the last two years” 
and concluded that “price controls and 
regulations are merely an attempt to sit 
on the safety valve”; and that “they do 
not reduce the explosive forces that are 
being generated through steady increase 
in the money supply.” 

“Greatly increased taxes, especially 
sales taxes, should be adopted immedi- 
ately,” the publication stated. “The rates 
on corporate income and on the upper 
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brackets of personal income have been 
already pushed to the maximum limit.” 

The publication said that the sale of 
bonds to private investors “must be in- 
creased by voluntary methods as far as 
possible—by compulsion if necessary.” It 
urged that banks “should be relieved as 
far as possible of the necessity of financ- 
ing war deficits because such financing 
tends to fan the flame of inflation.” 
“Wages must be stabilized because in- 
creases in wages start an upward spiral 
of rising prices,” the publication con- 
tinued. “Increased wages tend to in- 
crease costs and increased costs lead to 
higher prices, which in turn create a 
demand for further wage increases.” 

The publication emphasized that war 
prosperity was a “phony” prosperity, 
adding that “the sooner we face this fact 
the sooner we’ll realize the real nature of 
war-time inflation.” 
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The March of 
Events 


Irrigation Construction 
Resumed 


HE War Production Board late last month 
Tio resumption of construction of 19 
irrigation projects in 12 western states, lifting 
its previous work stoppage order. The action 
was based on recommendations of the War 
Food Administration, claimant agency for the 
materials involved, and of the Bureau of Rec- 
lamation and the Bureau of Indian Affairs, 
under whose jurisdiction the projects come. 
It was shown that the approximately 360,000 
acres of land to be served by the projects are 
well suited to the growing of crops needed in 
the prosecution of the war. 

Included among the projects is the Colorado- 
Big Thompson tunnel project. Present plans 
call for completing the tunnel for irrigation 
purposes, but once the tunnel is completed it 
is proposed that several dams be installed to 
generate power from the water flowing through 
the mountain underpass. 

States in which the projects are located are 
as follows: Montana, Nevada, Idaho, Arizona, 
New Mexico, Wyoming, California, Colorado, 
Oregon, Utah, South Dakota, Washington. 


Voluntary Conservation Urged 


(enue of industry in a nationwide 
conservation campaign to release critical 
resources—fuel, man power, equipment, and 
materials—for war purposes was called for last 
month by Secretary of the Interior Harold L. 
Ickes, Defense Transportation Director Joseph 
B, Eastman, and War Production Board Chair- 
man Donald M. Nelson. The joint statement 
asked the coal, petroleum, electric, natural and 
manufactured gas, water supply, communica- 
tions, and transportation industries to formu- 
late plans for an intensive voluntary campaign 
to get under way late this summer. (See also 
page 180, August 5th issue.) 

The campaign will be directed toward house- 
hold, commercial, and industrial users and will 
be guided by an interagency government com- 
mittee composed of J. A. Krug, director of 
Office of War Utilities ; Ralph K. Davies, Dep- 
uty Petroleum Administrator for War; H. A. 
Gray, Deputy Solid Fuels Administrator for 

ar; ODT Director Eastman; and assistants 
of these officers. The committee will confer 
with leaders of the various industries to work 
out the programs each will undertake. 
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PGE to Carry Bonneville Power 


HE Bonneville Power Administration and 
"ae Portland General Electric Company 
(Oregon) completed arrangements last month 
providing for transfer of Bonneville power 
over the company’s lines for delivery to a new 
coast naval air station. 

Under the terms of the contract signed by 
Assistant Bonneville Administrator U. J. Gen- 
dron and company officials, the company will 
transfer power to Bonneville at the PGE sub- 
station near Willamina for delivery over Bon- 
neville and Mountain States Power Company 
lines to the naval air base. 

The agreement, it is reported, will make pos- 
sible the delivery of Bonneville power to the 
new air station over existing transmission lines, 
thereby saving a large quantity of critical ma- 
terials that otherwise would have been re- 
quired to build a new line. 


Dissolution Plan Approved 


HE judicial stamp of approval was placed 

upon the majority opinion of the Securi- 
ties and Exchange Commission which estab- 
lished the right of a common stockholder in a 
public utility holding company undergoing dis- 
solution, to some participation in the assets of 
the company, even though the common stock 
was “under water” and the interest of the com- 
mon stock in earnings was remote. The approv- 
al was given by Federal Judge Paul Leahy in 
the U. S. District Court at Wilmington in ap- 
proving the dissolution plan for United Light 
& Power Company. The commission had ap- 
= to the court to enforce and carry out the 
plan. ; 
In upholding the majority, Judge Leahy 
ruled out the dissent of Commissioner Robert 
E. Healy, who contended that the bankruptcy 
technique of “absolute priorities” also held in 
the liquidation of a holding company under the 
Holding Company Act. Mr. Healy said that 
the common stockholders of United Light & 
Power were not entitled to anything because 
the liquidating demands of the preferred would 
eat up all the assets. 

Under the plan, United Light & Power 
would contribute cash and certain investments 
of its own to its subsidiary, the United Light 
& Railways Company, and the preferred and 
common stocks of the top company would be 
reclassified into a single class of common stock 
by way of the distribution of the common stock 


AUG. 19, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


of United Light & Railways in the ratio of 
94.52 per cent to United Light & Power’s pre- 
ferred stockholders and 5.48 per cent to its com- 
mon stockholders. United Light & Power ulti- 
mately would be dissolved. 


New Appointments in 
Reclamation Bureau 


nsec ga of the Interior Ickes early this 
month announced three administrative 
changes in the Interior Department, including 
the appointment of a new Commissioner of 
Reclamation. 

Harry W. Bashore, for thirty-seven years 
with the Reclamation Bureau, succeeds John C. 
Page, who resigned recently because of ill 
health. Bashore had been assistant’ commis- 
sioner since 1939, and was recently named act- 
ing commissioner upon Mr. Page’s retirement. 
He began his career as a surveyor in the In- 
terior Department. 

William E. Warne, director of information 
of the department, has been named assistant 
commissioner, and Robert W. Horton, special 
assistant to Secretary Ickes, was appointed di- 
rector of information. 


Puerto Rican Seizure Sustained 


A NEW move by the Federal Works Admin- 
istrator to retain possession of private 
utilities operating in Puerto Rico has been sus- 
tained by U. S. District Judge Robert Cooper 
at San Juan. In the first instance, the Fed- 
eral Works Administrator had petitioned the 
Puerto Rican court for the right to take over 
the Puerto Rico Railway, Light & Power Com- 
pany and the Mayaguez Light, Power & Ice 
Company to consolidate them with government- 
_ utilities already cperating in Puerto 
ico. 

The government based its right to seize the 
property under the provisions of the Lanham 
Act, which gives the government the right to 
condemn property for war purposes. The de- 
cision of the San Juan court was reversed by 
the U. S. Circuit Court at Boston and imme- 
diately before a formal order could be served 
upon the government to return the properties 
to private ownership, the Federal Works Ad- 
ministrator filed a new action in the Puerto 
Rico Federal District Court, seeking the right 
to retain the private utilities under the provi- 
sions of the Second War Powers Act. 

It was this new move by the government 
which was sustained by the court. The matter 
will probably be appealed to the U. S. Circuit 
Court at Boston again, to determine whether 
or not the government has authority to make 
the seizure under the Second War Powers Act. 

Federal Works Administrator, Major Gen- 
eral Philip B. Fleming, late last month or- 
dered reductions averaging 10 to 11 per cent 
in the rates charged industrial, residential, and 
other users of electricity in two important 
areas of Puerto Rico. The reductions were es- 
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timated to result in savings amounting to ap- 
proximately $323,000, to consumers in the San 
Juan area, served by the former Porto Rico 
Railway, Light & Power Company system, and 
the Mayaguez area, served by the former 
Mayaguez Light, Power & Ice Company sys- 
tem. 

The savings to consumers will be enlarged, 
however, and the scope of the rate reductions 
widened, by rate revisions which it was under- 
stood would be made by the Puerto Rico Water 
Resources Authority on its own system, not 
affected by General Fleming’s order. 

The order applies to the two systems which 
have been operated by the authority for the 
Federal Works Administrator since the admin- 
istrator took them over from the private own- 
ers in July, 1942, under court order, as a war 
measure and at the direction of President 
Roosevelt. The authority unified these two 


properties with its own, and substituted its hy- 
droelectric power for much of the steam-gen- 
erated power previously used. 


New Power for Interior 
Department 


B« Executive Order on July 30th, President 
Roosevelt transferred to the WPB Power 
Division full authority over the distribution of 
electric power generated at Grand River, Deni- 
son, and Norfork dams. Denison dam in Texas 
and Norfork project in Arkansas and Mis- 
souri will remain under Army supervision for 
construction purposes until they begin gener- 
ating electric power early next year. Grand 
River Dam Authcrity, formerly an Oklahoma 
state project, is already in production. 

The Executive Order delegated authority 
as follows: (1) Secretary of Interior Ickes 
is named “agent for the sale and distribution 
of electric power” generated at Denison; (2) 
Denison will be completed and operated by 
the Army Engineers; (3) Secretary of War is 
to turn over surplus power to and provide 
distribution facilities for Interior at Denison; 
(4) Ickes is to sell Denison power to “war 
plants and establishments, public bodies and 
coéperatives, and other persons, in that order 
of preference,” under rates fixed by the Fed- 
eral Power Commission and construct such 
interconnecting facilities as may be required; 
(5) Ickes is authorized to make use of private 
transmission lines and facilities “upon such 
terms 2s the owners thereof . . . may there- 
after agree upon or . . . as may be fixed by 
the Federal Power Commission”; (6) receipts 
from the sale of power to go to the Treasury; 
(7) personnel not subject to civil service 
rules; (8) the Federal Works Agency is re- 
quired to turn over to Ickes ail of its authority 
over Norfork and Grand River dams. 

By the terms of this order, Secretary Ickes 
moves several steps nearer a position of domi- 
nation over all public power operations, with 
the exception of the Tennessee Valley Au- 
thority. 
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Construction of Weir at Niagara 
Falls Completed 


ONSTRUCTION of a submerged weir in Niag- 
C ara Falls, above the Canadian and Ameri- 
can Falls, was recently completed by the two 
governments, as a result of action urged by 
the Special International Niagara Board sev- 
eral years ago. The exact location of the weir 
cannot be published, for military reasons, but 
the results are of great importance. 

Besides restoring the beauty of the Ameri- 
can Falls, the weir, acting as a partial dam, has 
raised the level of the river nearly a foot. This 


not only increased the fall of the water an 
extra foot for power purposes, but also in- 
creases the amount of water available. Both 
factors increase the power since power is cal- 
culated by multiplying the amount of water 
falling by the distance of the fall. Furthermore, 
in a dry season, when the river level is likely 
to drop, the weir will tend to keep up the Grass 
Island pool from which the water is with- 
drawn for power. 

The menace of ice getting into the intakes 
of the hydroelectric plants has been dimin- 
ished because much of the ice now is swept 
down the deepened channel leading to the 
American Falls. 


2 
Alabama 


Delinquency Penalties 
Abolished 


6 in per cent delinquency penalties which 
users of electricity, gas, and water have 
been required to pay by utility concerns were 
abolished by-the Alabama Public Service Com- 
mission in a recent order, it has been reported. 
The penalties were charged to utility custom- 
ers failing to pay bills within ten days after 
the date of issuance. 

The companies directly affected by the or- 
der are the Alabama Power Company, with 


176,000 customers; Birmingham Electric Com- 
pany; Alabama Water Service Company; Lid- 
dell Power Company, serving Wilcox county 
only; and Tallassee Mills Utility Company, 
serving Tallassee and vicinity. 

The commission further ordered reduced 
from 50 cents to 25 cents the collection fee 
heretofore required when a collector called on 
a customer to collect a delinquent bill, and re- 
duced from $1 to 75 cents the fee for recon- 
nection after service had been discontinued be- 
cause of nonpayment of account. 

Loss to the utilities is estimated by the com- 
mission at $200,000 annually. 


Arizona 


To Investigate Gas Price 


hie Arizona Corporation Commission re- 
cently refused to dismiss Governor Sidney 
P. Osborn’s complaint concerning natural gas 
rates charged by the Phoenix and Tucson utili- 
ties. He had alleged that reductions had not 


been passed on to consumers. The dismissal 
was requested by the governor, no reason be- 
ing given for the plea. 

In denying the request, the commission de- 
clared that Governor Osborn’s allegations “are 
either true or false” and the “whole public is 
entitled to know that answer.” Accordingly, the 
case was docketed for hearing. 

Governor Osborn’s complaint was filed 
against the Central Arizona Light & Power 
Company, Tucson Gas, Electric Light & Power 
Company, and all other public utility com- 
panies similarly situated. 

The commission ordered the hearing to be 
held on July 29th, but neither Governor Osborn 
nor his counsel made an appearance. At the 
hearing, however, records were submitted by 
the commission showing that substantial reduc- 
tions had been made by Central Arizona Light 
& Power. The records revealed that from Oc- 


tober 1, 1938, to November 1, 1942, reductions 
given Central Arizona by El Paso Natural Gas 
Company totaled $195,987.56 and that this 
amount was passed on to the consumers. Since 
November Ist, it was claimed, the utility has 
made additional reductions to the consumers. 

Dismissal of a similar complaint was also re- 
quested by W. W. White, chief accountant 
for the Arizona Highway Department and 
chairman of a group of 180 seeking lower rates, 
to await a more auspicious time for refiling 
of the proceeding. 


Lower Power Rates Granted 


HE Mesa utilities board has granted an 

electric rate reduction, effective August 
Ist, to the city and surrounding area—approxi- 
mately 13 per cent for the city and 28 per 
cent for the suburban district. It is estimated 
that the new rate will amount to a $10,000 
yearly reduction for city residents and ap- 
proximately $35,000 for those residing outside 
the city. The reduction is in keeping with lower 
rates established by other utility service com- 
panies in the central part of the state during 
the past few months, it was said. 
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Arkansas 


To Map Postwar Plant Uses 


Ee state recently moved to develop a pro- 
gram under which its war plants may be 
converted later to civilian production. The 
utilities commission contracted with George S. 
May Company of Chicago to conduct a survey 
and fact-finding analysis for a maximum fee of 
$18,000, with a provision that all work must 
be completed within eighteen months. A bal- 


ance remaining in the commission’s annual $25,. 
000 “special services” account at the close of 
the fiscal year June 30th will be used to pay 
most of the cost. 

The program was projected, the commis- 
sion’s order said, because increased consump- 
tion of electricity by war plants has resulted 
in lower rates and refunds to other consumers 
and because a loss of these industries after the 
war might force rates higher. 


California 


Power Line Ordered 


MMEDIATE construction of the Shasta-Oro- 
ville transmission line, part of the Central 
Valley project in the northern part of the state, 
was ordered last month by Secretary of the In- 
terior Harold L. Ickes. The line will be 98 
miles long and is estimated to cost $1,900,000. 
The announcement of the move stated that 
Ickes ordered speedy construction of the line 
to insure “delivery of vitally needed hydroelec- 
tric power in California next year to serve war 
industry and save fuel oil.” The announcement 


also revealed that all of the equipment for the 
line, to run from Shasta dam, near Redding, 
to Oroville, has been purchased and bids for 
the * ceeaeaaia work were soon to be adver- 
tised. 

Construction of the line had been in contro- 
versy between the Interior Department and the 
Pacific Gas and Electric Company. The War 
Production Board recently, however, denied 
application of PG&E for priorities for such 
construction, and pointed out that Interior’s ap- 
plication for such priorities had been approved 
last April. The issue remains unsettled. 


Colorado 


Utility Property Transfer 
Approved 


HE Colorado Public Utilities Commission 
recently gave the Mountain Utilities Cor- 
poration authority to transfer its certificates of 
public convenience and necessity and its prop- 
erties in Douglas, Elbert, and El Paso coun- 
ties to the Intermountain Rural Electric As- 


sociation, a rural electrification codperative. 

No opposition to the transfer was offered ata 
hearing held in June. 

The sale will involve $147,000, the commis- 
sion was told, and includes electric transmis- 
sion and distribution lines supplying Monument, 
Kiowa, Elbert, Elizabeth, and Palmer Lake 
and their vicinities. 

Energy for the system is obtained from the 
city of Colorado Springs. 


RP 
District of Columbia 


Electric Rate Slash Appealed 


HE Potomac Electric Power Company late 
last month filed an appeal in district court 
from the public utilities commission order re- 
ducing the yearly electric rate by $350,000. 
Shortly afterward, the commission filed its 
answer to suits brought by the Office of Price 
Administration, the Office of Economic Stabili- 
zation, the procurement division of the Treas- 
ury Department, and the Public Buildings Ad- 
ministration, 
The PUC upheld its $350,000 yearly de- 
crease and alleged the demands of the govern- 
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ment agencies for a $2,000,000 decrease were 
unwarranted. 

The government agencies contended the 
$350,000 decrease is in effect inflationary, since 
it allegedly gives the company an excessive 
profit. The electric company contended, since 
no increase in rates was contemplated, the OPA 
and OES were not legally empowered to take 
any action. The company also wanted the 
same rate computation as used in 1942 and felt 
any reduction would deprive it of a fair profit. 
The commission contended that when the gov- 
ernment agencies entered the commission hear- 
ings they tried to sidetrack the issue by at- 
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tacking the sliding-scale arrangement under 
which rates were contemplated. This, they said, 
was out of order since courts had decreed the 
giding scale 1s valid. The Federation of Citi- 
zens Associations and various individuals pe- 
titioned the court to allow them to enter the 
case as parties materially affected by any action 
the courts must take. The associations stated 
they wished to maintain the sliding-scale agree- 
ment but would not resist a decrease on that 


basis. 
Subsequent to the U. S. Circuit Court of 


Appeals decision of July 26th, which support- 
ed the commission in its refusal to order a 
slash in rates of the Washington Gas Light 
Company (see page 258), the commission asked 
the district court to dismiss the appeal taken 
from its ruling in the PEPCO Case by OPA 
Administrator Brown. It was on the basis of 
the court of appeals decision in the gas rate 
case that the commission had full power to 
regulate rates of utility companies in the Dis- 
trict that dismissal of the appeal against the 
electric rate ruling was asked. 


Illinois 


Appeal Filed in Transit Merger 


TTORNEYS representing the proposed Chica- 

go unified traction system and the city of 
Chicago recently filed in the superior court a 
notice of appeal from an order of the Illinois 
Commerce Commission forbidding the con- 
solidation of the surface and elevated lines. 
The city also appealed the commission’s grant 
of a permanent 8-cent fare to the surface lines. 


The filing in the unification case was ordered 
by Judge Michael L. Igoe of the Federal Dis- 
trict Court, an advocate of the merger, and 
was designed to keep every avenue open for the 
eventual combination of the traction properties, 
it was reported. One of the principal argu- 
ments for the appeal was that the commission 
had refused a rehearing of the case although 
the unification proponents offered to produce 
new evidence. 


Indiana 


Utility Tax Valuations Rise 


bts valuations of railroads and public utili- 
ties in the state increased $73,591,431 over 
valuations of the same properties in 1942, the 
state tax board reported recently. 

It was reported that the increase would have 
the effect of reducing the tax burdens of the 
general taxpayers in counties where the utilities 
and railroads are situated. The general in- 
crease in the assessment of these properties 
also figured in the decision of Governor Henry 
F, Schricker to recommend another 1-cent re- 
duction in the general state tax rate. 

Figures made public by the state tax board 
showed the total final assessments of utilities 
and railroads to be $701,026,775 for 1943 as 
against a total of $627,435,344 for 1942. 

The largest percentage of increase in any 
group of utilities was in the electric railroads. 


Percentages of increase for each class of pub- 
lic utilities as announced by the state tax board 
are as follows: steam railroads, 19.2 per cent; 
electric railroads, 72.5 per cent; telephones, 6.8 
per cent; express, 53.7 per cent; telegraph, 9.3 
per cent; sleeping car, 59.2 per cent; pipe 
lines, 8.6 per cent; public utilities, 1.9 per cent; 
REMC, 9.7 per cent; car equipment, 49.8 per 
cent. 

However, the state tax board later pointed 
out that, due to a legal quirk, local tax- 
ing units may be unable this year to take ad- 
vantage of increased utility assessments. 

The 1943 legislature fixed the date for ad- 
vertising budgets of various local units of gov- 
ernment, but failed to set back the date for the 
assessment of utilities by the tax board, thus 
making it impossible for the latter to certify 
its new and increased utility assessments be- 
fore advertising budgets, it was explained. 


Kentucky 


Asks Explanation of 
Utility Cost 


HE Federal Power Commission on July 
19th ordered the Louisville Gas & Electric 
Company to show cause within thirty days why 
it should not be ordered to dispose of over 
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$20,000,000 in write-ups and other amounts rep- 
resenting excess over original cost. 

According to the order, the company had 
filed its reclassification and original cost studies 
in 1940. After examination of these studies, 
the commission issued a report, submitted to 
the company in 1942, which requested among 
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other things that indicated accounting adjust- 
ments be made, that copies of the adjusting 
entries be submitted, and that the company ad- 
vise the commission whether it concurred in 
certain proposed adjustments. As a result of 
correspondence and conference, the commission 
stated, the company accepted certain adjust- 
ments proposed by the commission’s staff, but 
failed to submit plans for the disposition of 
amounts classified by the staff in accounts 100.5 
and 107. 

J. J. McKenna, vice president and treasurer 
of the company, said on receipt of the order it 
appeared that there was some question as to 
whether the matter should be under state or 
Federal jurisdiction. 


TVA Refuses to Evaluate 
Utility 
"pcg me of the Tennessee Valley Author- 
ity declined to express an opinion as to 


how much Paducah should offer the Kentucky 
Utilities Company for its system, if the Prop- 
erty is to be purchased as a single unit, Mayor 
Pierce E. Lackey recently told the city com.’ 
mission in reporting a Knoxville conference to 
expedite action preliminary to use of TVA- 
supplied power. 

“We were advised that when an original ap. 
praisal was made by TVA engineers,” the 
mayor said, “there was no effort made to as- 
certain the value of the Paducah system, if it 
should be separated from all the company’s 
facilities west of the Cumberland river.” 

The mayor also reported that he was told 
that if the entire system (all west of the Cum- 
berland river) were not purchased under an 
agreement providing that all power required 
by the towns and cities of the area be fur- 
nished by TVA, “the factors involved were of 
such nature as to eliminate a TVA appraisal,” 
The city previously had received from TVA an 
appraisal of all KU properties west of the 
Cumberland, valuing the system at $3,200,000. 


Maryland 


PSC Ignores OPA 


HE state public service commission recent- 

ly began an inquiry into Baltimore taxicab 

rates, despite a petition filed with the PSC by 

OPA Administrator Prentiss M. Brown, ask- 

ing that the hearing be postponed for ninety 
ays. 

Mr. Brown had requested the postpone- 
ment on the basis that sufficient time should 
elapse in order to allow the commission “to 
ascertain with a much greater degree of ac- 
curacy the amount paid by the public for taxi 
service.” 

Steuart Purcell, commission chairman, de- 
clared that “we have before us a petition of 


taxicab operators for a higher rate. The burden 
is on them to satisfy the commission it is 
justified.” 

The major taxicab companies of the city, 
with the exception of the Sun Cab and Black 
and White cabs, joined in a petition to increase 
the cab rates from 25 cents for the first 2 
miles to 25 cents for the first mile and 5 cents 
additional charge for each additional third of 
a mile, instead of the present charge of 5 cents 
for each additional half-mile. 

The cab companies argued that the higher 
rate was necessary because of the increased 
costs of cars, tires, parts, and repairs. Repair 
jobs, which formerly cost about $35, now cost 
more than $100, they said. 


# 
Michigan 


Taxes May Be Charged As 
Operating Expense 
HE Michigan Public Service Commission 
recently dismissed a second petition of the 
city of Detroit seeking to have the commission 
fix reasonable rates to be applied by the De- 
troit Edison Company as of October 26, 1942, 
and for the reasonably foreseeable future. The 
Office of Price Administration had intervened 
in favor of a reduction. The case turned on 
the question whether excess profits taxes of 
$6,000,000 were properly allowable as operating 
expenses. The commission said: 
“Under the laws of the state of Michigan a 
regulated utility is entitled to earn a fair re- 
turn upon the present value of the property de- 
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voted by it to public service. Money that has 
been lawfully spent in rendering service con- 
stitutes no part of such a return. The dollar 
paid out for taxes is no more available as in- 
come and return than a dollar spent for labor 
or any other legitimate expense. . . . We know 
of no statute giving us the power to forbid a 
company the right to charge as an operating 
expense any tax lawfully incurred by it.... 
We therefore find that all taxes are a proper 
operating charge and they will be so considered 
in determining the income of the company... 


The commission disallowed so much of 
charges to operating expenses for a newly es- 
tablished noncontributory pension plan as 
would provide pensions on a wage base in ex- 
cess of $3,000 a year. Charges for “provision 
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for postwar adjustment” amounting to $480,000 
(as well as charges for depreciation of $9,495,- 
930) were allowed as operating expenses. The 
commission stated : 

« An alternate policy would be the reduc- 
tion of rates to a point that would prevent the 
accumulation of such reserves. Under such a 
policy the financial ability of utility companies 
to meet the reconstruction problems that will 
follow the war would be in constant doubt. 
The ratepayers in many instances would find 
themselves in the position of enjoying unwar- 
ranted low rates at a time when they are most 


able to pay, and high rates in a subsequent pe- 
riod when they may be least able to pay. Such 
a condition is not consistent with good regu- 
lation. ...” 

Subsequently, a special supplemental order 
was issued reserving jurisdiction to reopen 
the case to make retroactive “the effect” of 
any “exemption from or reduction in Federal 
taxes to the year 1943.” According to a mem- 
ber of the commission, the new order was is- 
sued “because the city informed us a bill is 
pending in Congress to exempt public utilities 
from excess profits taxes.” 


Nebraska 


Urges No “Dimout” 


He KRAMER, general manager of the 
Loup River Public Power District, re- 
cently announced that he believed Nebraska, 
because of its location and because of its sur- 
plus of electricity, should be exempt from any 
“dimout” regulations that may be imposed. He 
said he had conferred with officials of the War 
Production Board’s Power Division, and had 
been advised that there is a possibility of vol- 
untary “dimouts” being instituted in the fall. 
(See page 180, August 5th issue.) 

“Nebraska is one state,” Kramer is reported 
to have said, “that does not need ‘dimout’ elec- 
tric restrictions covering street, window, com- 
mercial, urban, or rural illumination. In the 
first place, the element of danger from night 
bombing prevalent on the East and West coasts 
definitely does not apply to us in the interior. 

“In the second place, we have surplus of 
electricity in Nebraska through our hydroelec- 
tric system and there is no prospect whatever 
of any shortage which might necessitate any 
‘dimout’ in our state.” 

Nebraska, he said, now has a surplus of 
50,000 kilowatt hours of electricity. 


Ask City Not to Buy Power 
Company 


T= employees of the Nebraska Power 
Company recently passed a resolution de- 
claring that Mayor Dan Butler and the city 
council in May, 1942, expressed a desire that 
the company remain under private ownership 
and calling upon the mayor and council to 
stand behind the statements. 


Principal speaker at the meeting of em- 
ployees was Morris Jacobs of the firm of 
Bozell & Jacobs, which handles public rela- 
tions and advertising for the power company. 
Jacobs told the meeting that he and Mr. Bozell 
oppose municipal purchase of the plant be- 
cause they feel they must defend the principle 
of free enterprise. 

Jacobs quoted Securities and Exchange 
Commission officials as saying the power com- 
pany does not have to be sold, and declared 
no one had authority to tell legislators that 
passage of LB 204 would make it mandatory 
for the city to purchase the firm. He asserted 
LB 204, passed to enable Omaha to buy the 
power company, was fathered by a committee 
named by Mayor Butler. 


Free Right of Way Held Illegal 


HE Nebraska Supreme Court last month 

held that the legislature was without 
authority when, in 1933, it gave the Platte Val- 
ley Public Power and Irrigation District free 
right of way over school lands in Lincoln 
county, on which canals were constructed. 

The opinion, written by Judge Yeager, held 
that as these lands were ceded to the state by 
the Federal government in trust for the public 
school system, the state is without power 
through legislative means or otherwise to deed 
such lands or to grant easements over them 
without compensation. It may not bestow a 
special benefit upon any person or corporation, 
public or private, at the expense of this trust. 

Suits are expected to be brought against a 
number of other recipients of such grants by 
the legislature. 


New Jersey 


mental rate schedules filed by the Jersey Cen- 
tral Power & Light Company, Asbury Park, 
New Jersey, and setting a public hearing con- 
cerning the matter at the commission’s offices 
in Washington, D. C., on September Ist. 
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FPC Suspends Service Changes 


HE Federal Power Commission on July 
20th announced its order suspending the 
changes in service provided for in two supple- 
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Jersey Central proposed to open switches on 
the interconnection facilities between South 
Amboy and Perth Amboy, thereby—according 
to the commission—endangering the con- 
tinuity of service upon its own system as well 
as Public Service Electric & Gas Company’s 
system in case of an emergency. 

The order continued that unless suspended 
by direction of the commission, the changes 
in service would permit Jersey Central “to 
terminate the existing arrangement for the in- 
terchange of economy energy and service with 
Public Service Electric & Gas Company, re- 
sulting in the necessary use of higher-cost gen- 
erating facilities, waste of critical natural re- 
sources, and consequent higher costs, which 
must be borne by the consuming public; that 
the termination of the existing arrangement 
which has been operative since 1931 appears 
to be contrary to the public interest.” 

The commission’s order suspended the pro- 
posed rate schedules until December 15, 1943, 
and provided that during the period of suspen- 
sion the rates, charges, and service relating to 
the interchange of emergency energy and serv- 
ice, as well as the interchange of economy 
energy and service as provided for and sup- 
plied in the past shall continue in full force and 
effect. The order also stipulated that at the 
hearing “the burden of proof to show the law- 
fulness of the proposed changes in service shall 
be upon Jersey Central Power & Light Com- 
pany.” 


Ask End of Coast Dimout 


— Crry officials and resort amuse- 
ment men recently began a movement to 
abolish the coastal dimout, which began March 
20, 1942. 

The drive was initiated by Frank P. Gravatt, 
owner of the Steel Pier, as president of the 
Atlantic City Amusement Men’s Association. 
He appealed for aid from city commissioners, 
U. S. Senator Albert W. Hawkes of New Jer- 
sey, and Representative Elmer H. Wene of the 
area. Mr. Gravatt said that lifting of the Army- 
ordered dimout at this time of the summer sea- 
son would enable many resort merchants, hard 


hit by the war and Army occupation of Atlantic 
City hotels, to recoup much of their losses, His 
plea received immediate support from City 
Commissioner Joseph Altman. 


Utilities Lose Franchise Tax 
Case 


HE state supreme court on July 22nd ruled 

that utility companies cannot include sery- 
ice connections to consumers in their com- 
putation of the length of mains and lines on 
which the gross receipts franchise tax is based, 
This opinion affirmed a decision of the state 
board of tax appeals, from which Jersey Cen- 
tral Power & Light Company, Public Service 
Electric & Gas Company, New Jersey Bell 
Telephone Company, and New Jersey Power 
& Light Company had appealed. 

The litigation before the court involved as- 
sessments for 1940, and tax authorities said the 
opinion would mean a million dollars more in 
state revenues. If a utility were permitted to 
count all its lines running along public thor- 
oughfares, plus service connections, its fran- 
chise tax would be less, the court said. 

The percentage which the length of lines or 
mains along public thoroughfares bears to the 
whole length of a utility’s lines or mains meas- 
ures the amount of money to which the state’s 
5 per cent gross receipts franchise tax is ap- 
plicable. 

The tax board decision had said: “While 
some doubt might attend the word ‘lines’ were 
it alone, there cannot be the slightest question 
but that the word ‘mains’ means only, as the 
word itself signifies, the main or principal con- 
duits by which gas and water are distributed 
by gas and water companies. It does not mean 
the service pipes connecting the mains with 
the consumer’s premises.” The same principle 
applied also to electric lines and connections, 
the court held. 

The opinion applied only to 1940 assessments, 
the court held, because the legislature amended 
the tax laws in 1941 to eliminate any doubt that 
service connections were not to be counted as 
conduits. 


a 
New York 


Bimonthly Gas, Light Bills 


orE than 2,000,000 householders and other 
users of gas and electricity in the metro- 
politan area of New York will be billed once 
every two months instead of monthly, under a 
plan for saving man power and essential mate- 
rials which the public service commission 
authorized recently for the Consolidated Edi- 
son Company and its subsidiaries. The plan is 
similar to one now in use by the Brooklyn 
Union Gas Company and the Brooklyn Edison 
Company. 
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Companies to which the practice now will 
be extended are Consolidated Edison Company 
of New York, Inc.; New York & Queens Elec- 
tric Light & Power Company; Westchester 
Lighting Company; and Yonkers Electric 
Light & Power Company. 

The plan, it is believed, will reduce expenses 
for the companies yearly about $1,339,000 in 
wages, cost of equipment, and materials. The 
saving to Brooklyn Edison Company was esti- 
mated at $500,000 annually, so that the over- 
all saving for the entire Consolidated Edison 
system will be almost $2,000,000 a year. 
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ie he Under this plan, it was stated, consumers Mr. Vinson and Mr. Brown said the pro- 
n City might find their monthly cost of service in- posed new rate would discriminate between up- 
creased or decreased by small amounts, since town and downtown passengers and the token 
the combined 2-month consumption might ex- system would involve the use of critical 
tend the charge into a different rate block. materials. 
Tax However, any consumer desiring to avoid a ‘ 
possible increase may do so by reading his own Water Rental Hearing 
meter monthly and noting the figures on post- Postponed 
1 ruled cards to be supplied by the companies. Con- p 
e sery- sumers must be billed monthly under this ve state water power and control commis- 
* com- arrangement. sion early this month adjourned until Au- 
nes on ; - gust 30th a scheduled hearing to determine a 
based, Fight Tube Fare Rise rental for water diverted from the Niagara 
e state cists ; river for use by the Niagara Falls Power 
y Cen- CONOMIC Stabilization Director Fred M. Company. 
Jervice Vinson and Price Administrator Prentiss Attorney General Nathaniel L. Goldstein 
y Bell M. Brown recommended several weeks ago moved for the adjournment. He explained that 
Power that the Interstate Commerce Commission re- State Supreme Court Justice Pierce H. Rus- 
ject a proposed fare increase for the Hudson sell had not yet rendered a decision on the 
ed as- & Manhattan Railroad Company, operating application of the power company for an in- 
id the from New York city to New Jersey. They junction to restrain the state from conducting 
ore in further recommended that the ICC revoke the hearings pending a test of the constitutionality 
ted to recently authorized 9-cent fare for the down- of the rental law. 
thor- town line and continue the current 8-cent fare. Under the law, passed by the last session of 
fran- The company had sought a uniform 10-cent the legislature, the state is permitted to charge 
fare on the uptown and downtown lines and rental for an additional 15,100 cubic feet a 
nes or permission to sell 11 token fares for $1. Tech- second of water diverted by the company, 
to the nical difficulties made the 9-cent fare unwork- which pays.$400,000 a year for 4,900 cubic feet 
meas- able, the railroad declared. a second. 
state’s 
iS ap- oa] 
While , 
ae Ohio 
estion ‘ . F - : : 
s the Suit against Transit Company In any contract where either party is dam- 
con. U d aged by lack of successful performance of the 
buted rge other, he has an action for damages. That 
mean A $1,000,000 damage suit against the Akron 250,000 residents here have been damaged over 
with Transportation Company for failure to $1,000,000 cannot be successfully contradicted.” 
iciple provide adequate service as called for in a 15- Declaring that the company will be diligent- 
tions, year franchise was proposed recently by City ly and relentlessly prosecuted, Mr. Danner as- 
Councilman Fred Danner. The proposal was _ serted that only to the extent that the service 
ents, made known to other councilmen at a special improves should the city consider any action 
nded meeting to discuss transportation—rapidly be- for a lesser amount, and, to the extent that it 


that 
od as 


coming Akron’s most important problem, ac- 
cording to reports. Danner declared it was 
common knowledge that the company had not 
rendered adequate service and continued: 


does not improve, the city should ask for a 
greater amount. He said that the defense plea 
of inability to obtain drivers or parts for busses 
is “highly debatable.” 


Pennsylvania 


Refunds to Be Distributed 


EFUNDS and reparations aggregating $67,- 
788, ordered several months ago in a rate 
reduction case before the state public utility 
commission, will be made either in credit or 
by check to 22,815 consumers, it was announced 
last month by the Edison Light & Power 
Company. 
Residential consumers, whose monthly bills 


were $2.16 or more, constitute the greatest 
number of those receiving benefits. They num- 
ber 21,475 and will receive a total refund of 
$23,719.97. 

The largest disbursement will be distributed 
to 1,316 commercial and industrial accounts. 
The refund to residential consumers is de- 
ducted from their July or August account, and 
if it exceeds the amount of the bill a check 
for the difference is issued to them. 
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South Carolina 


Company Answers Charges 


HE South Carolina Electric & Gas Com- 
pany, in filing an answer to the summons 
signed recently by Federal District Judge 
George Bell Timmerman, in which he called 
upon the company to answer charges of main- 
taining an alleged dam on Broad river, op- 
erating without a license from the Federal 
Power Commission and without legal title to 
the properties involved, charged that the court 
lacks jurisdiction in the matter. 
In the answer filed, the company moved that 


the order signed hy Judge Timmerman be ya- 
cated and that action be dismissed upon the 
grounds that the court lacks jurisdiction jn 
that the amount actually in controversy is less 
than $3,000 exclusive of interest and costs, [} 
was stated also that “no right or immunity cre. 
ated by the Constitution or laws of the United 
States is involved as essential elements of the 
plaintiff’s cause of action.” 

The defendant replied further that “there js 
no diversity of citizenship and that the com- 
plaint fails to state the claim against the de- 
fendant upon which relief can be granted.” 


Tennessee 


City Purchase of Utility 
Approved 


T= state railroad and public ut'lities com- 
mission on July 24th approved separate 
petitions of the Tri-City Utilities Company and 
the city of Jellico for approval of the sale of 
the utility facilities to the city, for a considera- 
tion of $60,000. Both petitions stated that the 
utility company and the municipality had en- 
tered into an agreement on July 15, 1943, for 
the sale and transfer of the entire electric gen- 
eration and distribution properties in the Jellico 
division, which includes generation and dis- 
tribution facilities in Tennessee and distribu- 


tion facilities in Kentucky. The contract ex- 
cludes accounts receivable, unbilled revenue, 
and materials and supplies. 

As part of its order approving the transfer, 
the commission said that when the transaction 
is finally completed, it will issue a certificate 
directing dismissal of a suit now pending in 
district court in Tennessee, charging the com- 
pany with discrimination in rates charged to 
certain customers. 

The utility is a subsidiary of the Associated 
Gas & Electric Corporation, now being admin- 
istered in Federal receivership. Trustees of 
AGECORP have approved the sale on behalf 
of the receivership, and formal approval by the 
court was expected. 


Utah 


Merger Permission Granted 


ESERVING full jurisdiction over book entries 
R' when the matter is finally settled, the Utah 
Public Service Commission has granted the 
Utah Power & Light Company permission to 
merge or consolidate with the Utah Light & 
Traction Company, which it has been operat- 
ing under lease for a number of years. 

The Traction Company assets represent prin- 
cipally the electric light and power distribu- 
tion facilities in Salt Lake City and the public 
transportation system. Utah Power & Light 
Company desires to form the single company 
by acquiring outright the Traction Company’s 
properties, so as to simplify the procedure and 
make easier the refinancing of a $44,000,000 
bond issue in 1944, 

The report and order of the commission 
specifically requires that the Power Company 
submit the final plans to it before the merger 
is made effective. It indicated it would require 
the elimination of all write-ups, the elimina- 


tion of all intercompany transactions, and the 
adjustment of the books of both companies 
and the surviving Power Company to conform 
to the uniform system of accounts set up by 
the commission. To be excluded will be va- 
rious construction fees, “finders’ fees,” write- 
ups in the Power Company’s investment in the 
Traction Company stock, which the commis- 
sion claims amounts to $4,627,000, or the excess 
of cost of Power Company’s investment in the 
common stock of Traction Company. The 
Power Company had sought to transfer the 
write-ups to increase the plant account of the 
surviving company. 

he commission’s order called attention to 
the fact that matters with respect to refinanc- 
ing and original cost are now before the Se- 
curities and Exchange Commission and the 
Federal Power Commission, and that it is ex- 
pected that decisions of the two Federal com- 
missions will be brought to the attention of the 
Utah commission for such further action as 
may then be necessary or appropriate. 
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The Latest 
Utility Rulings 


Power Project Original Cost Determination 


Sustained in Part 


HE circuit court of appeals, in re- 
f Poses orders of the Federal 
Power Commission determining the ac- 
tual legitimate original cost of the Jor- 
dan dam project of the Alabama Power 
Company, upheld the commission in 
some respects, reversed it in others, and 
remanded for further findings on ques- 
tions as to which there was doubt. 

Reference was made to the fact that 
the commission’s determination of the 
cost of the company’s first project 
(Mitchell dam) was reviewed and in 
substance affirmed in Alabama Power 
Co.v. MceNinch (1937) 68 App DC 132, 
21 PUR(NS) 225, 94 F(2d) 601, and 
Alabama Power Co. v. Federal Power 
Commission (1942) 75 App DC 315, 128 
F(2d) 280, 44 PUR(NS) 197, while 
the determination as to the Martin dam 
project was reviewed and in substance 
afirmed in Alabama Power Co. v. Fed- 
eral Power Commission (1943) 134 
F(2d) 602, 47 PUR(NS) 257. 

Because in those cases the governing 
principles were fully canvassed and ap- 
plied, the court did not further elaborate 
them. The company conceded that the 
court had, in the Martin dam case, dis- 
posed of most of its claims adversely, 
but it insisted that they were incorrectly 
decided and urged the court to reconsider 
them. The commission insisted that, 
upon the principles of res judicata and 
stare decisis, the matters determined in 
the Mitchell and Martin dam cases might 
not be reconsidered. The court said: 

We need not undertake to determine 
whether the questions decided in those cases 
could be differently decided here, for we are 
not in any doubt that they ought not to be. 

We shall, therefore, make the same disposi- 

tion of them as was done in those cases, con- 

fining our investigation and decision anew 
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to those matters presented here for review 
which were not presented and determined in 
the earlier cases. 


This resulted in a determination in 
favor of the company on claims for 
bonuses paid as additional compensation 
and certain traveling expenses. It dis- 
posed adversely to the company of cer- 
tain claims relating to payments to an 
affiliated company, general administra- 
tion expense, interest, taxes, charges for 
general construction equipment, and 
land acquired in a merger. It left for con- 
sideration and determination the ques- 
tion of a commission paid for land pur- 
chases from the state of Alabama, a 
credit for electric energy generated dur- 
ing construction, the cost of nonproject 
lands, and cost of land purchased. 

The court decided adversely to the 
company, Circuit Judge Waller dissent- 
ing, on the question of a payment to the 
state for land. The commission had dis- 
allowed the actual price of $1,000 an 
acre and had allowed $125 an acre, hold- 
ing that the purchase price was excessive 
and unreasonable.. The court was of the 
opinion that the price did not represent 
the reasonable value of the land but was 
grossly in excess of it. In negotiating 
with the governor of the state, the com- 
pany had taken the position that it ought 
to pay its value simply as land and that 
this was not above $50 an acre, while 
the governor took the position that he did 
not care what the land was worth but 
that the state would not sell it for less 
than $1,000 an acre. That was the price, 
and the company could take it or leave it. 

The court held that the evidence sup- 
ported the commission’s finding that 
$1,000 an acre was excessive and unrea- 
sonable and not, within the statute, the 
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actual legitimate cost of the project ; but 
it did not hold that the price of $125 an 
acre was sustained. The matter was re- 
manded for a redetermination of cost in 
the light not merely of value as agricul- 
tural land, but of what the company 
might have been compelled to pay for 
the land in condemnation, taking into 
consideration all the elements of value 
properly to be considered in such a pro- 
ceeding. Having found that the price paid 
for the land was excessive and unreason- 
able, it followed that the disallowance of 
a commission to negotiate the purchase 
should be sustained. 

Also remanded was a determination 
as to the credit for electric energy gen- 
erated during construction. The com- 
pany contended that the commission had 
adopted a formula which resulted in tak- 
ing part of the fair return received by 
the company on its unlicensed transmis- 
sion and distribution property to reduce 
the cost of the licensed project. In addi- 
tion to the attack upon the formula, the 
company pointed out what it claimed 
were numerous other errors. The court 
was not prepared to affirm “with the easy 
confidence exhibited by the majority of 
the commission” that it fully understood 


the formula and its application. The 
court concluded: 


We are prepared, though, to say that if 
the formula is a sound one and applicable for 
the settlement of the controversy, as the 
commission’s words affirm, its acts deny, it 
should be so applied and not be abandoned 
for an entirely different theory, while, if it js 
not a sound one, it has no place in the deter- 
mination of the issue presented. While not 
prepared then to hold, in the present state 
of the record, that petitioner’s theory of 
solution is a correct one, we are in no doubt 
that the commission’s disposition of the item 
is erroneous, that it amounts to no more than 
guessing off a substantial item of value, and 
that its finding in respect to it must be re- 
versed and the matter referred back to the 
commission for the proper determination of 
the credit to be allowed. 


The court also remanded for further 
consideration the matter of losses on pur- 
chases of land lying outside of the proj- 
ect boundaries as those boundaries were 
determined after its completion. As to 
this item there was doubt as to whether 
the matter had been fairly heard and de- 
termined on its merits and substantial 
justice had been done. Alabama Power 
Co. v. Federal Power Commission (No. 
10262), reversing in part 43 PUR(NS) 
37. 


e 


Gas Rate Rise 


ECLARING that the power of OPA 

to regulate public utility rates is 

very slight, the U. S. Court of Appeals 

for the District of Columbia recently up- 

held the $201,000 yearly gas rate increase 

allowed the Washington Gas Light Com- 

pany last October by the public utilities 
commission. 

The case was to determine the scope 
of OPA’s power over utilities and on the 
outcome hung actions in other defense 
areas. Unless the case should be taken to 
the U. S. Supreme Court and reversed, 
OPA has suffered a major setback, it 
was said. 

The higher court’s decision, which re- 
versed Justice F. Dickinson Letts of dis- 
trict court, was by a 2-to-1 vote. Justice 
Soper wrote the majority opinion. Chief 
Justice D. Lawrence Groner of the 
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Wins Approval 


U. S. Court of Appeals for the District 
of Columbia concurred, while Associate 
Justice Justin Miller dissented. 

The PUC order was a compromise be- 
tween the $383,000 increase asked by the 
gas company and OPA’s contention that 
there should be no increase. Although 
based partially on the sliding-scale agree- 
ment, it was $123,000 less than that 
agreement would have allowed, permit- 
ting the company to make a net return of 
5.58 per cent. The sliding scale is based 
on a 6} per cent net return. 

The appellate court ruled that Con- 
gress gave OPA only slight powers in 
the regulation of public utility rates. Stat- 
ing that with regard to these utilities the 
Emergency Price Control Act granted 
no powers of “technical relief” to the 
OPA, the court ruled that the act was 
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THE LATEST UTILITY RULINGS 


“only a great moral effect which would 
fow from an unwarranted opposition of 
a regulatory commission to the efforts of 
the price administrator to check infla- 
jon.” 

The court stated that a proviso in the 
legislation “clearly recognized the power 
of the public utilities commission of 
the District of Columbia and other regu- 
latory bodies to fix utility rates, and 
leaves this power undisturbed except that 
it imposes upon utilities seeking an in- 
crease the duty to give thirty days’ notice 
to the President’s agency, and to consent 
to its timely intervention before any gen- 


eral increase in rates in effect on Septem 
ber 15, 1942, can be made in a rate pro- 
ceeding. A corollary of this duty of the 
utility is, of course, the duty of the regu- 
latory body to accord the intervenor a 
fair hearing.” 

These duties were met, the court ruled. 

In speaking of the effect of disallow- 
ing the increase in view of the company’s 
financial position, the court felt that the 
lower rate would in effect harm the war 
effort rather than aid it. Washington Gas 
Light Co. v. James F. Byrnes, Prentiss 
M. Brown, et al. (Nos. 8501, 8502, 
8503, 8504.) 


= 
Merger of Utah Companies Approved Subject to 


Accounting Conditions 


Nn application by the Utah Power & 
A Light Company for approval of 
the acquisition of all the property of Utah 
Light & Traction Company, viewed by 
the Utah commission as an application 
for authority to consolidate or merge, 
was granted subject to conditions relat- 
ing to accounting. Whether an “acquisi- 
tion” or a “merger or consolidation,” the 
commission ruled that the transaction re- 
quired its approval. As to the nature of 
the transaction, the commission said: 

If Utah Company was merely proposing 
to purchase or acquire the electrical proper- 
ties of Traction Company, such transaction 
might accurately be described as an “acquisi- 
tion.” Here, however, as pointed out, Utah 
Company proposes to acquire all Traction 
Company property and assets, assume or for- 
give all indebtedness, cancel its stock, and 
complete dissolution of Traction Company. 
The commission believes that in reality there 
is here involved a merger or consolidation 
and not merely an acquisition of property 
and assets. 


It was said to be the plain duty of the 
commission to require that the accounts 
be stated in the manner prescribed by 
the Uniform System of Accounts, par- 
ticularly since the Utah Company was 
seeking to secure $44,000,000 from the 
public to refund maturing bond issues. 
The applicant had urged the commission 
to approve the merger or consolidation 
but at the present time to ignore account- 


ing entries, for the given reason that 
such procedure would expedite a re- 
financing program. 

The commission said that if it clearly 
stated its position with respect to the 
merger or consolidation, the proper 
amounts in the accounts of the individual 
companies, the pro forma consolidating 
entries, and the method whereby write- 
ups might be disposed of, the Utah Com- 
pany and the Securities and Exchange 
Commission would be able to proceed 
without delay and without further specu- 
lation as to the effect of the commission’s 
regulation as it would be reflected in the 
consolidated balance sheet of the surviv- 
ing company. The transaction was pro- 
posed as a simplification of the corporate 
set-up of the companies involved, causing 
the Utah Company to cease to be a hold- 
ing company under the Holding Com- 
pany Act. 

There was said to be doubt in the 
minds of the members of the commission 
whether the estimated saving in adminis- 
trative costs outweighed the disadvan- 
tages likely to flow from the merger or 
consolidation and which would make the 
task of regulating the consolidated com- 
pany more complicated and difficult. The 
commission continued : 


As a general proposition, the commission 
is inclined to look with disfavor upon a plan 
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which contemplates the merger or consoli- 
dation of such dissimilar utility services as 
are performed by an electric system and a 
transportation system, especially where that 
transportation system expects to soon com- 
plete the abandonment and retirement of 
street railway service and concentrate almost 
exclusively upon bus transportation service. 
It also is of the opinion that, even in the 
event of merger or consolidation of all 
properties of Traction Company with Utah 
Company, steps should be taken by the sur- 
viving company to divest itself of the trans- 
portation business as soon as practicable. 
Again as a general proposition, the commis- 
sion would look with favor upon a plan to 
acquire or merge just the electrical proper- 
ties of the Traction Company with the Utah 
Company. 


While there was said to be no substan- 
tial benefit to be achieved by reason of 
the merger or consolidation as proposed, 
nevertheless a merger or consolidation 
would not adversely affect the public in- 
terest provided that plant accounts, rev- 
enues, operating expenses, and other ac- 
counts were properly recorded and main- 
tained. The commission believed that a 


e 


merger or consolidation might actually 
expedite the refinancing program and 
that a merger or consolidation of the 
company, by the recording of proper en- 
tries on the books, would undoubtedly 
be of benefit to the public. 

Ruling on accounting problems, the 
commission held that plant accounts 
should be charged with the cost to the 
utility of the property acquired ; that the 
company could not record in plant 
accounts any write-ups or improper 
charges in the accounts of wholly owned 
subsidiaries and an additional write-up 
in connection with the merger or con- 
solidation of the subsidiary; that “find- 
ers’ fees” for “finding” a parent company 
as the purchaser of preferred stock 
might be temporarily classified in Ac- 
count 151, Capital Stock Expense, or 
Account 107, Utility Plant Adjustments, 
pending further study for the purpose of 
ascertaining to what extent the amount 
represented actual cost. Re Utah Power 
& Light Co. (Case No. 2652). 


Amortization of Intangibles in Acquisition Adjustments 
Account Approved 


pee to dispose of intangibles in- 
cluded in Account 104, Utility 
Plant Acquisition Adjustments, received 
the approval of the Wisconsin commis- 
sion with the caution that approval was 
not to be construed as a precedent to be 
followed in other cases, because the 
proper procedure in each instance must 
be governed by the facts and circum- 
stances applicable to each utility. 

The commission had previously au- 
thorized the write-off of a portion of the 
account to surplus and an amortization 
program for costs applicable to physical 
properiy. Following negotiations the 
company stated that its management had 
decided that it was desirable, purely as 
a wise and conservative financial policy, 
to acquiesce in a program of amortiza- 
tion of the intangible items in the Utility 
Plant Acquisition Adjustments Account. 
The commission said : 


The specific proposal of the company is 


that each year, commencing with 1943, one- 
half of the year’s net income, after deduct- 
ing preferred dividends and 6 per cent earn- 
ings on outstanding common stock, be used 
to charge off the intangible amounts in the 
Acquisition Adjustments Account to earned 
surplus. Under the proposal of the company, 
the amount of annual amortization is depend- 
ent on earnings. However, earnings for the 
past five years were large enough to have re- 
sulted in substantial amortization if the plan 
had then been in effect. It seems reasonable 
to expect that a similar condition will pre- 
vail in the future, although it is probable 
that excess profits taxes may reduce income 
so that but small current annual amortiza- 
tion of intangibles may result. However, 
taking a long-range view, it appears that the 
plan will result in a substantial write-off of 
intangibles. Further, if future conditions 
are such as to indicate that some modifica- 
tion of the amortization plan should be made, 
we believe that appropriate action can be 
taken at that time under the continuing 
jurisdiction over accounting matters which 
the statutes afford. 


Re Wisconsin Public Service Corp. (2- 


U-917). 
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Similar action was taken on applica- 
tion by a subsidiary of Wisconsin Public 
Service Corporation, where it was pro- 

sed to charge against surplus an an- 
nual amount of intangibles equal to one- 
half the net income for the year after 
deducting 6 per cent earnings on out- 
standing common stock. The commis- 
sion observed that the plan would result 
in some reduction in the intangibles, al- 


though perhaps not at as rapid a rate as 
might be desired. It seemed reasonable 
to assume that when the parent company 
had completed the amortization of its in- 
tangibles, any unamortized balance on 
the subsidiary’s books could readily be 
written off, and the commission expected 
such action would occur. Re Menominee 
& Marionette Light & Traction Co. (2- 
U-927). 


e 


Service Impairment Must Be Shown to Justify 
Rate Increase during War 


A application for authority to in- 
crease gas rates was denied by the 
Kentucky commission with the state- 
ment : 


In normal times the record made by appli- 
cant might entitle it to favorable consider- 
ation. That we do not now decide. However, 
times are not normal. A war emergency 
exists that affects the whole nation; and we 
do not believe that, under existing circum- 
stances and the expressed policy of the Fed- 
eral government, an increase should be al- 
lowed in utility rates unless and until it is 
shown to this commission that service to the 
consumer would be impaired. This record 
does not affirmatively or otherwise show that 
the service furnished to the consumer would 
be impaired if the application is not granted. 


The commission also denied a motion 
by the applicant requesting the commis- 
sion to enter an order fixing an amount 
for bond which the applicant desired to 
execute under § 278.190, Kentucky Re- 


vised Statutes, so that it could put into 
effect immediately the proposed new 
rates. Counsel for the applicant pointed 
out that the Office of Price Administra- 
tion had not availed itself of the right to 
intervene, except by correspondence, 
which was filed in the record, and that, 
therefore, the commission was not called 
upon to consider the act of Congress of 
October 2, 1942, or the “hold the line” 
order of the President of June 8, 1943. 
The commission disagreed with this con- 
tention, stating that it did not consider it 
necessary to have formal intervention. 
The commission thought it was its duty 
to give consideration to the congres- 
sional act and the President’s order even 
though there was no intervention by the 
Office of Price Administration. Re 
Western Kentucky Gas Co. (Case No. 
1058). 


7 


Transportation Rate Increase Opposed 
By OPA Is Disapproved 


| we protest by the Office of Price 
Administration against increased 
rates for transportation of property pro- 
vided in a filed schedule, the Pennsyl- 
vania commission ordered cancellation 
of the new tariff. The company denied 
that the OPA had jurisdiction over the 
issues in the case or the right to inter- 
vene, giving as a reason that the increases 
were not “general increases.” To this 
the commission replied : 
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The claim that OPA does not have the 
right to intervene in this proceeding is un- 
founded for the reasons that (1) respondent, 
in complying with the “30-day notice” and 
intervention acquiescence requirements of 
OPA under the Second Price Control Act 
has thereby acknowledged the interest of the 
OPA in rate matters, and (2) the commis- 
sion did, in fact, allow intervention. Re- 
spondent’s contention that the rates involved 
in this case are not “general increases” is not 
supported by the evidence. It is established 
that all the rates and charges for the trans- 
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portation of property have been increased 
and that the over-all increase in rates repre- 
sents an average increase of 22 per cent. It 
is our opinion that a general increase in 
rates for the transportation of property was 
effected by the filing of Tariff No. 9. 


The burden of proof was said to be 
upon the company, and it had made no 
attempt to submit evidence relating to the 
reasonableness of the rates or earnings 
in other departments of operation. The 
instant proceeding was limited to freight 
rates. A loss incurred by the freight de- 
partment was not deemed to be of sub- 
stantial consequence to combined opera- 
tions. 


z 


Other Important Rulings 


N° different measure of compensa- 
tion should be required when the 
United States rather than a state is the 
taker of property for a public project, ac- 
cording to a ruling of the United States 
Supreme Court in reversing a circuit 
court judgment modifying a judgment 
of the district court awarding damages 
for condemnation of property on behalf 
of the Tennessee Valley Authority. 
United States ex rel. and for the use of 
Tennessee Valley Authority v. Powel- 
son, 63 S Ct 1047. 


The Colorado commission authorized 
an extension of motor vehicle common 
carrier service for transportation of 
livestock only from Denver to points in 
the area where the applicant was present- 
ly authorized to serve but denied an ex- 
tension for additional call and demand 
service in territory where existing serv- 
ice was adequate, stating that it could not 
grant such additional authority where 
service is adequate, or even if inadequate 
where the carriers are willing to im- 
prove their service. Re Gallegos (Deci- 
sion No. 20865, Application No. 4057- 
AB). 


Existing motor carriers must be given 
an opportunity to furnish whatever 


The utility commission said in part: 


It appears to us that the instant case pre. 
sents an entirely new situation by virtue of 
the policy of the Federal government to sta. 
bilize price levels, It is our opinion that the 
disposition of this case should be made 
upon the basis of the general welfare and 
public interest during the period of war 
emergency and that an allowance of a gen. 
eral freight increase to respondent, which 
does not need it to preserve its corporate 
credit and financial stability, would be detri- 
mental to the general welfare and public in- 
terest. 

Public Utility Commission v. Conestoga 
Transportation Co. (Complaint Docket 
No. 13881). 


service public convenience and necessity 
may require before a certificate is 
granted to an applicant wishing to serve 
the same area, according to a ruling of 
the supreme court of Illinois. Chicago & 
West Towns Railways, Inc. et al. v. Illi-. 
nois Commerce Commission, 48 NE(2d) 
320. 


The Louisiana commission, in deny- 
ing an application for authority to oper- 
ate a motor freight line, said that the 
law is clear that the commission may not 
issue a certificate over a route where 
there is an existing certificate unless it 
be clearly shown that the public con- 
venience and necessity would be ma- 
terially promoted thereby. Ex parte 
Thomas (Order No. 2963, No. 3830). 


One who conducts a travel bureau and 
contracts with passengers for transpor- 
tation to intrastate and interstate points 
and fixes rates to be charged, the places 
where passengers would take the convey- 
ance, and the payment of fare may not, 
according to an Oklahoma court ruling, 
operate without a permit from the com- 
mission where the party transporting the 
passengers does not have a permit for 
operation as a motor carrier. Booth v. 
State, 137 P(2d) 602. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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PUBLIC SERVICE COMMISSION v. ST. LOUIS COUNTY GAS CO. 


MISSOURI PUBLIC SERVICE COMMISSION 


Public Service Commission of Missouri 


St. Louis County Gas Company 


[Case No. 9632.] 


Valuation, § 209 — Property included — Gas plant — Cost of emergency water 
well. 
1. The original cost of a gas plant should include the cost of a water well, 
together with the general construction overheads applicable thereto, where 
such well is used as an emergency water supply in the operation of the 
plant, p. 73. 


Valuation, § 270 — Original cost determination — Elimination of land. 
2. The cost of land should be excluded from original cost estimates in view 


of the fact that land is generally considered at its present fair market value, 
p. 73. 


Valuation, § 141 — Labor costs — Employees’ welfare. 
3. A state sales tax should be excluded from a reproduction cost estimate 
to the extent that certain items were purchased outside the state and were 
exempt from such a tax, p. 78. 


Valuation, § 141 — Labor costs — Employees’ welfare. 
4. Employees’ welfare, old-age pensions, and provision for vacations with 
pay should be given some consideration in appraising labor costs in a re- 
production cost estimate, although a company’s operating practice would 
not necessarily be followed on a construction project, p. 79. 


Valuation, § 80 -— Reproduction cost — Labor cost — Union and nonunion. 
5. Union labor rates for the construction of a gas distribution system should 
not be used exclusively in estimating reproduction cost, but the use of part 
union and part nonunion labor rates for the utility construction in the area 
involved is reasonable, p. 80. 

Valuation, § 135 — Direct labor overheads — Field supervision. 


6. An allowance of 4 per cent of total direct labor costs for field supervision 
was held to be adequate for the purpose of estimating reproduction cost, 
p. 81. 


Valuation, § 151 — Direct labor overheads — Tool expense. 


7. An allowance of 3 per cent of total direct labor costs for tool expense 
was adequate for the purpose of determining the reproduction cost of gas 
properties, p. 82. 


Valuation, § 141 — Direct labor overheads — Gas mains and services. 


8. Allowances of 14 per cent and 2 per cent of total labor costs for mains 
and services, respectively, were deemed adequate for the purpose of de- 
termining the reproduction cost of gas properties, p. 82. 
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Valuation, § 132 — Direct labor overheads — Omissions and contingencies. 
9. An allowance of 14 per cent of total direct labor costs for omissions and 
contingencies was deemed adequate for the purpose of determining the 
reproduction cost of gas properties, p. 82. 

Valuation, § 138 — Direct labor overheads — Payroll insurance. 
10. The use of $2000/$10,000 limits on property damage insurance was 
held to be reasonable for reproduction cost purposes, p. 83. 


Valuation, § 138 — Direct labor overheads — Payroll insurance — Occupational 
disease allowance. 


11. No occupational disease allowance should be included in estimating 
payroll insurance as part of reproduction cost, p. 83. 
Valuation, § 146 — Material overheads — Purchasing expense. 


12. Actual cost studies reflecting the purchase expense for acquiring small 
lots of materials needed in gas plant operations should not be adopted in 
determining reproduction cost of the plant, p. 83. 


Valuation, § 146 — Material overheads — Purchasing expense. 
13. An allowance of .5 per cent of all items purchased is properly used for 
purchasing expense in a reproduction cost appraisal, p. 83. 

Valuation, § 146 — Material overheads — Stores expense. 


14. An allowance of 3 per cent of materials for stores expense, except an 
allowance of 2 per cent on pipe, is properly used in a reproduction cost ap- 
praisal, p. 84. 


Valuation, § 153 — Material overheads — Miscellaneous expenses. 


15. An allowance of one per cent for miscellaneous expenses, as a part of 
material overheads, is sufficient for the purpose of determining reproduction 
cost of a gas plant, p. 84. 


Valuation, § 132 — Material overheads — Omissions and contingencies — Plant 
equipment and mains. 


16. Allowances of 2 per cent for mains and one per cent on plant equipment 
are proper for omissions and contingencies in determining the reproduction 
cost of a gas plant and distribution system, p. 84. 


Valuation, § 250 — Customer contributions. 


17. Property purchased with customer contributions should be excluded 
from a gas company rate base, p. 84. 


Depreciation, § 13 — Original cost basis — Property furnished by consumer. 


18. An annual depreciation allowance should be based on the original cost 
of all property used in public service so that a sufficient reserve will be set 
aside to provide for the retirement and replacement of all property so used, 
including that built from contributions by customers, p. 84. 


Valuation, § 328 — Franchises — Reproduction cost appraisal. 


19. An estimated cost for franchises should not be included in making a re- 
production cost appraisal, but where the actual cost is known and where ac- 
tual costs represent reasonable expenditures for securing franchises, it 1s 
proper to include the original cost of franchises in the reproduction appraisal, 
p. 86 
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Valuation, § 132 — Omissions and contingencies — What constitutes — Inadvertent 
omission from inventory. 
20. The inadvertent omission of property from an inventory used in a 
reproduction cost appraisal is not the kind of omission contemplated in an 
allowance for omissions and contingencies, p. 88. 


Valuation, § 153 — Overheads — Preliminary tests and tune-up — Adjustments. 
21. Allowance should be made in a reproduction cost appraisal of a gas 
plant for the expense of preliminary tests and for tune-up and adjustment 
of apparatus and appurtenances, p. 88. 


Valuation, § 75 — Reproduction cost — Theory as to independent contractor. 
22. A reproduction cost estimate based on the assumption that a gas com- 
pany would act as its own contractor instead of employing independent con- 
tractors was held to be sound, p. 89. 


Valuation, § 278 — Reproduction cost — Gas plant — Testing house regulators 
— Meter installation. 

23. Provision should be made in a reproduction cost estimate for the cost 
of testing house regulators and for time required to make second visits in 
order to install meters, in connection with cost of services installed by a 
gas company, p. 100. 

Valuation, § 150 — Overheads — Taxes during construction. 
24. An allowance of .3 per cent was approved for taxes during construction 
of a gas plant in arriving at the reproduction cost, p. 101. 


Valuation, § 140 — Overheads — Interest during construction — Construction 
period. 


25. An 18-month construction period was considered ample for the purpose 
of calculating interest during construction, and a rate of 6 per cent was 
used, in determining the reproduction cost of a gas pliant, p. 101. 


Valuation, § 144 — Overheads — Organization expenses. 
26. An allowance of 1 per cent for preliminary and organization expenses 
was used in determining the reproduction cost of a gas plant, p. 101. 

Valuation, § 142 — Overheads — Legal expenses. 
27. An allowance of .5 per cent for legal expenses was made in determining 
the reproduction cost of a gas plant, p. 101. 

Valuation, § 135 — Overheads — Engineering and superintendence. 
28. An allowance of 5 per cent for engineering and superintendence was 
adopted in determining the reproduction cost of a gas plant, p. 101. 

Valuation, § 129 — Overheads — Administrative expenses. 
29. An allowance of 1 per cent for administrative and miscellaneous ex- 
penses was adopted in determining the reproduction cost of a gas plant, 
p. 101. 

Valuation, § 102 — Accrued depreciation — Sinking-fund theory. 
30. The sinking-fund theory of determining accrued depreciation of a gas 
utility was rejected, p. 102. 

Valuation, § 99 — Accrued depreciation — Experience basis. 


31. A depreciation study which takes into consideration the company’s 
actual experience affords a better foundation for a conclusion than does 
one based on visual inspection alone, p. 103. 
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Valuation, § 105 — Accrued depreciation — Investment in retired gas meters, 


32. Investment in meters retired is not a measure of the depreciation in 
consumers’ meters remaining on the property, p. 107. 


Valuation, § 103 — Accrued depreciation — Consumers’ meters — Repair cost. 
33. Fluctuations in unit cost of repairing consumers’ meters is an important 
factor in determining their depreciation, p. 107. 


Valuation, § 289 — Working captial. 
34. Working capital embraces an allowance for prepaid materials and sup- 
plies for conducting current operations and repairs and cash for use in op- 
erations in advance of collections, p. 109. 


Valuation, § 296 — Working capital. 
35. Cash working capital allowances can be accurately determined by the 
use of methods which take into account actual experience in the disburse- 
ment and collection of cash, p. 109. 


Valuation, § 332 — Going value — Separate allowance. 
36. Going value should be considered in finding the present fair value of 
utility property for rate-making purposes, but no separate allowance should 
be made therefor, p. 114. 

Expenses, § 110 — Capital stock taxes. 
37. No allowance should be made in operating expenses for capital stock 
taxes, since they are obligations of the stockholders rather than the cus- 
tomers, p. 118. 

Apportionment, § 15 — Allocation of advertising expenses — Space basis. 


38. The cost of advertisements was properly allocated between new busi- 
ness and merchandising on a space basis, p. 118. 


Expenses, § 83 — Payment to affiliates — Rental of equipment. 
39. A claim for rent paid by a gas company to an affiliate for the use of 
facilities should be excluded from the company’s operating expenses where 
these rentals never had been actually paid or placed on the company’s books, 
p. 119. 

Expenses, § 49 — Retirement plan for employees. 
40. The added expense of a retirement plan for company employees should 
be given consideration although the increased operating item does not affect 
the period of a Commission audit as the increased expense did not begin 
until aiter the close of the audit period, p. 120. 


Return, § 92 — Gas company. 
41. A return of 64 per cent on the present fair value of a gas company’s 
property was held to be adequate, p. 121. 


Valuation, § 277 — Mains and pipes — Reproduction cost — Use of trenching 
machine. 


Discussion of the use of trenching machines in the construction of a gas dis- 
tribution system, in relation to a reproduction cost estimate, p. 90. 


Valuation, § 275 — Gas mains and services — Reproduction cost. 
Conclusions of Commission as to reproduction cost figures relating to gas 
mains and services including such matters as excavation, back filling, 1n- 
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stalling pipes and fittings, merging services, and service gang and follow- 


up crew, p. 97 


[June 1, 1943.] 


ROCEEDING on Commission motion to ascertain present fair 
Pav of gas company property and to audit company’s books 
and records; determination made and rate modification found 

to be unfeasible. 


By the Commission: This pro- 
ceding was instituted by the Com- 
mission, on its own motion, by its or- 
der issued October 11, 1938, directing 
its engineering department to make an 
inventory and appraisal of the prop- 
ety of The St. Louis County Gas 
Company, and directing its accounting 
department to make an audit of that 
company’s books and records. The 
sated purpose of these instructions 
was to secure any and all information 
deemed necessary to determine the 
present fair value of the company’s 
property, and to furnish said informa- 
tion for use in any proceeding involv- 
ing that value which may come before 
the Commission. 

On April 11, 1940, notices were is- 
sued advising the company, and 
others, that the case was set for hear- 
ing on May 20, 1940. The Commis- 
sion engineers’ appraisal and the Com- 
mission accountants’ audit of accounts 
were filed on May 11, 1940, and on 
the same day the company filed a mo- 
tion requesting that the date of the 
hearing be fixed not earlier than 
October 1, 1940, for the reason that 
the company had not yet completed its 
appraisal. 

On May 16, 1940, the Commission 
issued its report and order on this mo- 
tion, granting the request; ordering 
that the cause be continued to a date 
to be fixed by the Commission; and 


also ordering that the company report 
to the Commission in writing, within 
thirty days, the progress made in 
preparation for the hearing, and show 
what further time, if any, would be 
required, in the exercise of due dili- 
gence, to be ready for the formal 
hearing. On June 15th, the com- 
pany submitted a report to the Com- 
mission showing the progress that had 
been made, and requesting that the 
date for the hearing be fixed not 
earlier than October 1, 1940. 

On July 15, 1940, the Commission 
received an additional progress report 
from the company which estimated 
that fourteen and one-half weeks 
would be required to complete prep- 
aration of their case, and on October 
24, 1940, the Commission received a 
letter from the company stating that 
it had been unable to complete the 
work within the time estimated in its 
report of July 15th. Under date of 
October 28, 1940, the company ad- 
vised the Commission that all the 
primary work in making the com- 
pany’s appraisal had been completed, 
and that the mechanical work of com- 
piling and assembling it into a report 
was being done as rapidly as possible, 
and asked that a conference be held 
in order to agree upon a schedule to be 
followed by the company’s representa-~ 
tives and the Commission’s staff im 
completing the work to be done before 
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the beginning of the hearing. The company operating in St. Louis 
company’s appraisal was finally filed county, Missouri, with offices located 
on November 29, 1940. at 231 West Lockwood avenue, 
On December 27, 1940, notices Webster Groves, and a gas manufac. 
were sent to all interested parties ad- turing plant located in Shrewsbury at 
vising that the case was to be heard the intersection of Gratiot avenue and 
on January 27, 1941. On January 14,- the Frisco Railway tracks. The ter. 
1941, the date of hearing was changed _ritory covered by the company’s opera- 
to February 3, 1941. In order to ex- tions includes the portion of St. Louis 
pedite the hearing, most of the ex- county adjacent to the city of St. 
hibits, and the testimony of most of Louis, extending from Luxemburg on 
the witnesses, were reduced to writing the south to Ferguson on the north, 
and exchanged prior to the hear- and from the city limits of St. Louis 
ing. westward to, and including, Kirk. 
The case was heard before the wood and Ladue. This area includes 
Commission over an extended period about 62 square miles of the 487 
covering February 3, 4, 5, 6, 7, 1941; square miles in St. Louis county, and 
February 17, 18, 19, 20, and 21, 1941; 250,000 of the county’s approximate. 
February 24, 25, 26, 27, and 28, 1941. ly 273,000 total inhabitants. The 
Further hearings were held April 14, following communities are served: 
15, 16, 17, and 18, 1941; April 21, [List omitted. ] 
22, 23, and 24, 1941; and May 19, 20, The manufacturing and mixing 
21, and 22, 1941. The final days of plant consist of five carburetted water 
hearing were June 16 and 17, 1941, gas sets with a total daily capacity of 
at which time the case was submitted about 16,200,000 cubic feet, together 
on the record, and the company was’ with the auxiliary apparatus necessary 
given until August 15, 1941, to file a to the operation of the sets, mixing 
brief. On July 31, 1941, the time for apparatus, and the compressors for 
filing the brief was extended to forcing the gas through the company’s 
September 16, 1941, and on Septem- distribution mains. 
ber 12th, the time was again extend- Also, located at the plant are three 
ed to October 1, 1941. The brief storage holders; one of 3,000,000 
was actually received on October 30, cubic feet normally filled with natural 
1941. gas; one of 1,000,000 cubic feet ca- 
A voluminous record, 3,313 pages pacity and one of 500,000 cubic feet 
of transcript and 91 exhibits, resulted capacity, the latter two normally be- 
from the prolonged hearings. The ing filled with manufactured gas. 
following recitals, findings, and con- In addition, there are three high- 
clusions are based upon oral testi- pressure spherical holders of approx- 
mony or documentary evidence re- imately 50,000 cubic feet capacity, 
ceived at the hearings. each, located on the distribution sys- 
ae tem at Normandy, Ferguson, and Jen- 
II. Description of the Property nings. 
The St. Louis County Gas Company On the appraisal date, the distribu- 
is a manufacturing and distributing tion mains consisted of approximately 
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488 miles of steel and wrought iron 
pipe of sizes from 1 inch to 16 inches 
in diameter, and approximately 117 
miles of cast-iron pipe from 2 inches 
io 20 inches in diameter. At that 


time, the company had 43,774 services 
ranging from } to 6 inches in diameter. 


The company served a total of 48,- 
160 consumers classified as follows: 


Residential (Using gas for ordinary 
domestic purposes only) . 
Heating (Using gas also for ordinary 
domestic purposes ) 
Commercial, Industrial 
lighting 


41,782 


4,489 
and Street 


A mixture of manufactured gas 
and natural gas is distributed having 
a heating content of 800 Bru per 
cubic foot. This mixture normally 
consists of a manufactured blue gas 
containing about 290 Bru per cubic 
foot and natural gas containing about 
970 stu per cubic foot, the latter 
being purchased from the Mississippi 
River Fuel Corporation. The 800 
BTU mixed gas leaves the plant at 
pressures varying from 15 to 40 
pounds per square inch, depending 
upon the seasons and the load require- 
ment. 

The following tabulation shows the 
variations and increase in the com- 
pany’s business during the period 
1933 to 1942. [Table omitted.] 


III. Corporate History 


“The St. Louis County Gas Com- 
pany” was incorporated under the 
laws of the state of Missouri, on 
March 27, 1912, for a term of fifty 
years. According to the Articles of 
Incorporation filed with the secretary 
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of state of the state of Missouri, the 
primary purpose for creating the cor- 
poration was to supply gas for domes- 
tic, commercial, and municipal use in 
cities, towns, and communities in St. 
Louis county. 

On April 1, 1912, the company ac- 
quired the property, rights, and fran- 
chises of the St. Louis County Gas 
Company, incorporated in Missouri 
on October 13, 1903, in consideration 
of the assumption of all the indebted- 
ness and obligations of the St. Louis 
County Gas Company. 

The outstanding securities of the 
company at December 31, 1940, 
amounted to the sum of $5,600,000 
consisting of $4,100,000 par value of 
common stock divided into 41,000 
shares of $100 each, and $1,500,000 
principal amount of first mortgage 
bonds, 5 per cent, series A, maturing 
April 1, 1951. 

Control of the affairs and manage- 
ments of the company is vested in the 
common stock, all of which, with the 
exception of directors’ qualifying 
shares, is owned by The North 
American Company, a New Jersey 
corporation with offices at 60 Broad- 
way, New York, N. Y. The long- 
term debt is widely held by the pub- 
lic. 


IV. Estimated Original Cost 


The Commission accountants and 
the company both submitted their es- 
timate of the original cost of the prop- 
erty as of December 31, 1938, allocat- 
ed between used and nonused prop- 
erty, property used in the merchandise 
department, and property allocated to 
Union Electric Company of Missouri. 
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These estimates are shown in the fol- 
lowing table: 


PS. C. 
Accountants Company 
Ex.No.1 Ex. No. 16 


$8,793,921.10 $8,795,259.79 
8,496,379.10 8,505,187.47 
29,376.72 29,373.41 


Total Property 

Used in Gas Op- 
erations 

Merchandise De- 
partment 

Allocated to Un- 
ion Electric 
Company of 
Missouri 

Not used in Pub- 
lic Service .... 


248,478.73 
19,686.55 


247,228.49 
13,470.42 


After the Commission had definitely 
fixed December 31, 1940 as the valua- 
tion date, both the Commission ac- 
countants and the company made 
audits showing the estimated original 
cost at that date and submitted ex- 
hibits at the hearing indicating their 
findings. The results are detailed as 
follows: 

PoS:G. 


Accountants Company 
Ex, No. 2 Ex. No. 24 


$10,020,759.65 $10,023,637.21 
9,715,757.59  9,726,497.23 
28,832.93 28,831.82 


Total Property 

Used in Gas O 
erations 

Merchandise De- 
partment 

Allocated to Un- 
ion Electric 
Company of 
Missouri 

Not Used in Pub- 
lic Service .... 


255,392.96 
20,776.17 


254,078.58 
14,229.58 


The evidence shows that the com- 
pany has maintained its plant account 
on the basis of actual construction 
costs since the inception of the original 
company in 1903. When the present 
company in 1912 acquired the prop- 
erty, rights, and franchises of the 
original company the plant account 
was transferred to the books at the 
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same amount. At the present time the 
overhead allowances included in the 
estimates of original cost of both the 
Commission accountants and the com- 
pany approximate 12.3 per cent of the 
actual construction costs. Both par- 
ties agreed this percentage was not 
unreasonable. 

The evidence also shows that the 
fixed capital accounts of the company 
since January 1, 1915, the effective 
date of the Commission’s first Uni- 
form System of Accounts, have been 
kept in accordance with the account- 
ing rules and regulations prescribed 
by the Commission. Prior to January 
1, 1915, the Commission had not pre- 
scribed accounting rules and regula- 
tions, however, the fixed capital ac- 
counts for that period were audited 
by accountants for the Commission 
as of December 31, 1917. Company's 
Exhibit No. 24-A shows that 92.38 
per cent of the company’s total prop- 
erty existing at December 31, 1940, 
was installed subsequent to January 
1, 1915, and under the accounting 
rules and regulations prescribed by 
the Commission, and 7.62 per cent 
was installed prior to January 1, 1915. 

In this proceeding our problem is 
to determine the original cost of the 
gas property devoted to public serv- 
ice and we will confine our comments 
to this class of property. 

The estimated original cost of the 
property used in gas operations as 
presented by the company (Company's 
Exhibit No. 24) exceeds such estimat- 
ed original cost of the Commission ac- 
countants by $10,739.64. This rela- 
tively small difference is explained by 
the following items: 
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. Elimination by Commission ac- 
countants from fixed capital ac- 
counts of the salaries of em- 
ployees in the New York office 

) Elimination by Commission ac- 
countants of the cost of a well 
at the Shrewsbury plant on the 
assumption it was no longer in 


$2,814.39 


1,388.46 


accountants and company in the 
percentages applied to determine 
the cost of part of land at 
Shrewsbury plant not used in 
public service 

$10,739.64 
We shall discuss each of the preced- 

ing items separately. 
New York Office Salaries 


The Commission accounts trans- 
ferred to Deductions from Gross In- 
come salaries of employees in the New 
York office aggregating $9,311.33 of 
which $2,877.56 was eliminated from 
the fixed capital account as general 
construction overhead for the years 
1938, 1939, and 1940. Of this 
amount $2,814.39 was eliminated from 
property used in gas operations. 

At the hearing a company witness 
stated the New York office salaries 
were charged up to the end of 1940, 
but that they are no longer charged 
to, or paid by, the company. He 
agreed that the Commission account- 
ants were correct in making this ad- 
justment. We shall, therefore, not 
include these overhead salaries in our 
finding of original cost. 


Shrewsbury Gas Plant Well 


[1] The Commission accountants, 
upon the advice of the Commission 
engineers, classified as not used in 
public service the cost of a cooling 
tower and well at Shrewsbury Gas 
Plant, together with the general con- 
struction overheads applicable there- 
to. The total amount of the deduc- 
tion was $3,422.63. 


The company presented evidence at 
the hearing showing that while the 
cooling tower is no longer used in 
public service, the well underneath the 
tower is used as an emergency water 
supply in the operation of the Shrews- 
bury plant. 

Upon such evidence we shall include 
in original cost the cost of the well, 
including overheads, amounting to 
$1,388.46. 


Elimination of Land at Cost 


[2] The Commission accountants 
allocated the cost of land at the 
Shrewsbury Gas Plant in accordance 
with percentages supplied by the 
Commission engineers. This result- 
ed in a difference of $6,536.79 in the 
original cost of land used in gas 
operations as found by Commission 
accountants and the company. 

The courts have found, in proceed- 
ings such as this, that the just and 
proper procedure is to consider land 
at its present fair market value in 
determining the present fair value of 
the property. The total estimated 
original cost of land, before alloca- 
tion, was $92,444.06. Of. this 
amount, the Commission accountants 
allocated $61,893.84 to be used in 
Public Service and the company, $68,- 
430.63. 

Our findings of the present fair 
market value of land is presented in 
another chapter. We shall, therefore, 
eliminate the cost of land included in 
the estimate of original cost. 


Conclusion 


After consideration of all the evi- 
dence pertaining to the estimated 
original cost of the property of the 
company, taking into account all ad- 
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justments hereinbefore enumerated, 
we find the original cost of the prop- 
erty used in gas operations at Decem- 
ber 31, 1940, including overheads but 
excluding land, to be $9,655,252.21. 

We shall consider this finding in our 
subsequent determination of the pres- 
ent fair value of the property. 

V. Land 
General 

We have before us three appraisals 
of the land owned by the St. Louis 
County Gas Company. Mr. Hugh A. 
Bergs, a St. Louis county real estate 
broker, and president of the firm of 
Meir, Comfort, Bergs & Judge, Inc., 
prepared an appraisal for the Commis- 
sion engineers; and Mr. William W. 
Butts and Mr. Edward M. Thorn- 
hill, real estate men in St. Louis, sub- 
mitted appraisals in behalf of the 
company. It appears that all the 


appraisers are competent to give ex- 
pert opinion on the values of real es- 
tate in the vicinity of the company’s 


holdings. The estimated fair market 
values included in the company’s 
appraisal were determined from the 
average of the opinions submitted by 
Messrs. Butts and Thornhill. [De- 
tailed description of lands and their 
appraisal, without discussion of reg- 
ulatory principles, omitted. ] 


Easements 


The Commission engineers and 
company engineers used _ identical 
amounts for easements, $8,872, rep- 
resenting an estimated cost for 408 
easements on the basis of the actual 
cost to the company for 148 easements 
acquired during the period 1935-1938, 
inclusive. The amount of $8,872 will 
be adopted as the present fair market 
value of easements. 
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Summary 


Our findings are summarized as fol. 
lows: 


Fee Land 


Parcel No. 1 
General Office Land 
Parcel No. 2 
Shrewsbury Site 
Parcel No. 3 
Shrewsbury Site 
North Portion 
South Portion 
Parcel No. 4 
Shrewsbur 
Parcel No. “4 
Normandy Holder Site 
Parcel No. 6 
Jennings Holder Site 
Parcel No. 7 
Ferguson Holder Site 


Easements 


VI. Cost of Reproduction 
General 


Appraisals of the company’s prop- 
erty as of December 31, 1938, were 
prepared by Commission engineers 
and company engineers. Commission 
engineers’ inventory and appraisal, 
Exhibit CE-1, was prepared under the 
direct supervision of M. H. C. Brock- 
hoff, a member of the Commission 
staff, who testified in regard to the 
appraisal. The company engineers’ 
inventory and appraisal, company Ex- 
hibit 1, was prepared under the di- 
rect charge of Mr. M. M. Burley, 
valuation engineer for the Union 
Electric Company of Missouri, and 
The St. Louis County Gas Company. 
Company engineers were assisted by 
Mr. E. B. Black of the firm of Black 
& Veatch, consulting engineers, who 
aided in the determination of certain 
elements of cost and accrued deprecia- 
tion. 

Inventory 


The evidence shows that, except for 
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the buildings, all of the inventory 
was made by groups composed of an 
equal number of Commission and 
company engineers. The buildings 
were inventoried by William H. & 
Nelson Cunliff Company, a St. Louis 
contracting firm retained by the Com- 
mission to prepare and price the in- 
ventory. The building inventory thus 
prepared was submitted to the com- 
pany engineers for their approval or 
correction. 

All available information was 
utilized to prepare as accurate an in- 
ventory as possible. The details were 
secured from company records and 
from actual field count of quantities. 
The company engineers checked the 
quantities finally adopted by the Com- 
mission engineers, making some small 
adjustment, and with these minor ex- 
ceptions, the inventory quantities were 
agreed upon. 


Commission Engineers’ Appraisal 


Except for structures the Commis- 
sion engineers assumed as a general 
theory that the company would act as 
its own general contractor, and would 
build the property in a single com- 
prehensive program rather than by 
piecemeal construction. They pre- 
pared their appraisal by the applica- 
tion of unit costs as of December 31, 
1938, specifically prepared for The 
St. Louis County Gas property. 

The Commission engineers claim 
to have used labor rates for mains, 
services, meters, etc., equal to or high- 
er than those paid by the company for 
similar work. Union labor rates and 
conditions were used for all skilled 
craftsmen for work at the company’s 
Shrewsbury gas plant, except for the 
large underground gas pipe line, where 


the Commission engineers used the 
same labor rates as used on laying 
mains in the distribution system. 
Performances, as used in their ap- 
praisal, are based on the engineering 
department’s experience over a long 
period of years in other appraisals of 
utility properties in the state of Mis- 
souri, during which time large num- 
bers of work orders of all kinds have 
been analyzed and various perform- 
ances established. Direct labor over- 
heads were applied to provide for the 
items of direct supervision, tool ex- 
pense, miscellaneous expense, omis- 
sions, and contingencies, workmen’s 
compensation, public liability and 
property damage insurance, social se- 
curity, Federal old-age benefits, and 
unemployment compensation taxes. 
Quotations were obtained from 
manufacturers on all items of equip- 
ment which could not be priced from 
catalogues, manufacturers being re- 
quested to furnish the same prices 
which they would quote the company 
if it were actually making purchases 
yn December 31, 1938. On items 
usually purchased erected, the manu- 
facturers were requested to quote on 
that basis, taking into consideration 
contemporaneous erection of more 
than one piece of the same kind of 
equipment. Requests for quotations 
were sent out by the Commission en- 
gineers and copies of the replies were 
given to the company. For such items 
as could be priced from catalogues, 
both standard and preferential dis- 
counts were taken into consideration. 


Company Engineers’ Appraisal 
In the company engineers’ cost of 
reproduction appraisal, the use of con- 
tractors was assumed for the construc- 
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tion of all buildings, equipment 
foundations, pits, etc., and for the 
installation of all equipment at the 
gas plant and elsewhere, as well as for 
all plant piping, and all electrical ap- 
paratus installation and wiring. 

For the remaining items of proper- 
ty, unit costs were prepared and ap- 
plied to the quantities in the inventory 
to obtain the direct cost portion (total 
excluding general overheads) of the 
appraisal. In the original appraisal 
(Company Exhibit No.1), the average 
wage paid on December 31, 1938, to 
each type of employee on the com- 
pany’s payroll engaged in distribution 
construction work was used, to which 
was added a percentage to cover the 
estimated cost to the company for 
vacations with pay which are given to 
these employees, for employee’s wel- 
fare expenses, and for old-age pen- 
sions. 

A supplemental company estimate 
(Company Exhibit No. 9) was also 
prepared using union wage rates in- 
stead of company wage rates. 

Mr. Burley testified that the per- 
formance in labor estimates for items 
included in his appraisal for Accounts 
321-327, inclusive, have been based, 
in so far as determinable, upon the 
experience of the company and its 
practices as developed over a period 
of thirty-five years’ operation in St. 
Louis county. To the direct labor 
costs were added direct labor over- 
head percentages to cover the cost of 
such items as field supervision, tool 
expense, miscellaneous expense, omis- 
sions and contingencies, payroll taxes 
and payroll insurance for workmen’s 
compensation, public liability, prop- 
erty damage, and occupational disease. 
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It appears that material prices used 
by company engineers, except in a few 
instances hereinafter mentioned, were 
the same as those used by Commission 
engineers. To the cost of materials, 
the company engineers added the 2 
per cent Missouri sales tax, even 
though the materials were not assumed 
to be purchased in Missouri. In ad. 
dition, direct material overhead per- 
centages were added to provide for 
purchasing expense, store expense, 
miscellaneous expense, and omissions 
and contingencies. 

All buildings, equipment founda. 
tions district regulator pits, and other 
structural items were priced for the 
company by Fruin-Colnon Contract- 
ing Company. 

For the gas plant, the cost in place 
of certain major apparatus, such as 
water gas sets, holders, boilers, oil 
tanks, stacks, etc., was taken at the 
amount quoted by the manufacturer 
or fabricator. Where erection was in- 
cluded in the amounts quoted, com- 
pany engineers had the estimates te- 
flect all field erection costs on an A. F. 
and L. labor base. Company engineers 
further assumed that the company, in 
acting as its own general contractor, 
would purchase certain other major 
pieces of apparatus, and the cost of 
field erection of such items was es- 
timated by local contractors. These 
contractors were: (a) Sodemann 
Heat and Power Company and Mid- 
City Plumbing and Engineering Com- 
pany, who priced all labor for the plant 
piping and the more common material 
items included in it. The Sodemann 
Company also estimated the installa- 
tion cost of all items and equipment 
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where that cost was not covered by the 
quotations of the manufacturers or 
fabricators. (b) S. C. Sachs Com- 


pany priced the installation of all 
major electrical apparatus (it was 
considered that such apparatus would 
be furnished directly by the gas com- 
pany); and priced both labor and 
material for the installation of all 
power wiring and other electric cir- 


Account 
Direct Costs 
302 Franchises 
311 Land! 
312 Structures 
313 Boiler Plant Equipment 
318 Water Gas Sets 
319 Purification Apparatus 
320 Accessory Works Equipment 


321 Measuring & Regulating Equip. ........ 


322 Mains 

323 House Regulators 

324 Services 2 

325 Consumers’ Meters 

326 Consumers’ Meter Installation 
327 Street Lighting Equipment 
329 General Equipment 


Direct Costs (Total) 


General Overheads 


Preliminary, Organization, etc. .............- 


Engineering & Superintendence 

Taxes During Construction 

Interest During Construction 
Total—General Overheads 


Materials and Supplies 
Cash Working Capital 3 


Total—Used in Gas Operations 


viene: | GkOdelo 


cuits, except building lighting which 


was included in the building estimates 


of Fruin-Colnon Contracting Com- 
pany. 


Comparison 


A summary of the appraisals thus 
prepared by the respective engineers 
are set forth in the following tabula- 
tion: 


ESC 
Engineers 


Company 


Engineers Difference 


$8,494 
21,619 
84,132 

9,372 


1,062,910 
645,575 
80,982 
713 
205,252 
$6,991,354 


15,936 
$3,469,566 








$10,460,920 


$85,587 
171,176 

13,729 
345,393 


$615,885 


$4,497 
64,300 


$4,154,248 


$253,802 
507,605 
30,694 
679,350 


$855,566 $1,471,451 


$122,374 $126,871 
187,122 251,422 


$8,156,416 $12,310,664 


336,429 
16,965 
333,957 














1 After corrections by Commission Engineers (See Exhibit CE-15). 
2 Includes the cost of 1,000 feet (of a total of 3,202,763 feet in the system), which should be 


deducted. 


3 Commission accountants also offered Exhibit CA-4 recommending $66,445.54 for cash work- 


ing capital. 
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A “break-down” showing an analy- 
sis of the $3,469,566 amount that the 
company engineers are in excess of 
the Commission engineers for direct 
costs is summarized as follows: 


Materials Costs 
Revision in quotations .. $51,940 
Unaccounted differences 124,232 
Contractors’ estimates . 83 
Compressor costs 


$186,665 
83,594 
1,726,356 
753,272 
149,978 
496,880 


Sales Tax (estimated) 
Labor 

Direct overheads 
Equipment 

Customers contributions 


Other Differences 
Franchises 
Land 
Yard paving 
Preliminary tune up of 
plant 
Well under cooling tower 
Additional hauling 
Permits and _ inspection 
HOES Coc slchcaesoes soas's 42/000 


$72,821 
$3,469,566 


Inasmuch as some of the differences 
classified in the above table, such as 
revisions in quotations, sales tax, labor, 
direct overheads, customers’ contribu- 
tions, permits, and inspection fees, are 
scattered through a number of ac- 
counts, it appears convenient to dis- 
cuss them as an item with respect to 
the entire appraisal instead of giving 
their effect on each of the various ac- 
counts. We will hereafter follow that 
procedure. 


Revisions in Quotations 


The record shows that the company 
engineers did not in every case use the 
original quotations received from 
manufacturers and erectors of mis- 
cellaneous items of equipment. In a 
certain instance, a company official in- 
quired of the manufacturer to see if 
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the prices, as originally submitted, 
were sufficiently high and, in others, 
another official wrote and _ specified 
that estimates provide for union labor, 
After receipt of inquiry from the 
company, asking if the labor estimates 
were based upon union scale and, if 
not, that such an estimate be prepared, 
the supplying companies almost uni- 
versally agreed that union labor would 
be required. With reference to the 
case wherein the company requested 
a check of the prices submitted, with 
the contention that quotations as re- 
ceived were too low, the record shows 
that no requests were made for a 
downward revision. 

Honest errors in quotations, such as 
errors due to misunderstanding, 
should, of course, be corrected. But 
quotations given by manufacturers, 
when given for appraisal purposes 
only and not for the purpose of actual- 
ly attempting to secure business, have 
a tendency to be high. 

We are of the opinion that equip- 
ment quotations used by Commission 
engineers were ample at December 31, 
1938. 

Sales Tax 


[3] Company engineers, upon ad- 
vice of the company’s attorneys, in- 
cluded sales tax on all items, regard- 
less of where purchased, for the stated 
reason of simplification in converting 
1938 costs to 1940 levels. Taxes 
were not collected at December 31, 
1938, on materials purchased outside 
the state, and the inclusion in an ap- 
praisal as of that date of any items 
not then required to be paid is ob- 
viously error. The Commission en- 
gineers have added sufficient sales tax 
to their appraisal and we shall ex- 
clude the company claim. 
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Distribution System Labor 


[4] The difference in the amounts 
of labor included in the distribution 
system accounts in the two appraisals 
cannot be attributed to a single factor, 
but is a combination of variations in 
wage scales, in labor performances, 
and in the methods of construction 
adopted by the respective engineers. 
At this time, we shall discuss only the 
wage scales, as adopted, leaving the 
subjects of performance and construc- 
tion procedure to be given considera- 
tion with the respective accounts in- 
volved. 

The principal labor rates are set 
forth in the following tabulation : 


a 2-year test period) of the above 
mentioned benefits for the employees 
engaged in construction work. It is 
analyzed as follows: 

Vacation wages 


Employees’ welfare 
Old-age pension 


Mr. Burley contended that if these 
benefits were not furnished, the money 
equivalent, or perhaps more, would 
have to be paid directly to the em- 
ployees to enable them to secure these 
benefits for themselves. In other 
words, if vacations with pay were not 
available to the men, doubtless they 
would demand higher rates of pay 


LABOR RATES 


Compressor operator 
Trenching machine operator 
Pipemen (mains & services) 


Fitter (meter sets) 
Truck driver 
Fitter helper 
Common labor 
Foreman 
Caulker, C. I. pipe 
Welder’s helper 

From a study of the above table, 
it will be noted that the rates as used 
by the Commission engineers compare 
favorably with the company base rate, 
and that the principal difference is the 
allowance made by company engineers 
to provide for vacation, employees’ 
welfare, and old-age pensions, as pre- 
viously described under the general 
description of the company engineers’ 
appraisal. The percentage added was 
5.83 per cent. This was intended to 
cover the actual cost to the com- 
pany for vacations with pay which are 
given these employees, and the actual 
cost to the company (as measured by 


Company 
with Vacation 
and Welfare 


.970 hr. 
1.019 “ 
852 “ 
942 “ 


Company 


P. S. C. Rate Base Rate 


while they are working, to enable them 
to take such vacations and still main- 
tain total yearly income no lower than 
the present levels. A similar line of 
reasoning was followed for employees’ 
welfare and old-age pension. 

Mr. Brockhoff argued that he did 
not think that the company would pro- 
vide a pension system for employees 
on a construction job. 

While there is some merit in the 
contention of the company on this 
question, still the Commission engi- 
neers are undoubtedly right in assum- 
ing that the company’s operating prac- 
tice would not necessarily be followed 
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on a construction project. We will 
consider, and give some weight to, the 
company’s position when determining 
the whole question of labor rates at a 
later point in this discussion. 


Effect of Union Labor 


[5] The basic theory of applying 
wage scales as used by the company 
engineers in their original appraisal 
(Company Exhibit No. 1) was similar 
to that used by the Commission en- 
gineers. Subsequently, however, the 
company introduced Exhibit No. 9, 
which shows estimates of reproduction 
cost and reproduction cost less depre- 
ciation after using union wage rates 
for labor on all types of construction. 
Exhibit No. 9 shows an increase of 
$2,747,722 in cost of reproduction 
and of $2,411,359 in cost of reproduc- 
tion less depreciation, as of December 
31, 1938, when compared to Company 
Exhibit No. 1. 

Mr. Burley testified at length in 
support of the claim that union wage 
scales should be used exclusively, even 
though such rates were in excess of 
the rates actually paid by the company. 
He contended, among other things, 
that under theoretical reproduction 
higher wage rates would be required 
to attract sufficient men to construct 
a property such as the St. Louis Coun- 
ty Gas Company, than are paid under 
operating conditions, because the 
length of employment on the construc- 
tion project would be limited. 

The company devoted considerable 
space in its brief to a discussion of 
Union v. Non-Union labor rates in 
which it lays stress on a general con- 
sideration of the development, growth, 
and increasing strength of the labor 
movement throughout the United 
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States. Much of this discussion, how. 
ever, is applicable to the type of 
unions employed in industrial and 
factory operations, rather than with 
the unions with whom we are here con- 
cerned. Further, the brief appears to 
indulge in conjecture when predicting 
the effect of the labor movement on 
the local situation. 

This Commission has heretofore 
considered, and passed upon, the 
question of whether to adopt union or 
non-union labor rates in making ap- 
praisals. In Public Service Commis. 
sion v. Union Electric Light & P. Co, 
(Mo 1937) 17 PUR(NS) 337, 357, 
we refused to allow an additional 
amount claimed by the company to 
make our appraisal reflect all union 
labor rates. 

The adoption of union labor rates, 
as suggested by the company en- 
gineers, for the construction of the 
distribution system in the present case 
is not justified. We take cognizance 
of the fact that large utility companies 
can and do carry out construction work 
using outside union men jointly with 
their own employees, and paying each 
group a different wage scale. We have 
always. attempted to make our esti- 
mates of value stay within the bound 
of reality. We feel that our engineers, 
in adopting part union and part non- 
union labor rates for utility construc- 
tion in the St. Louis area, have fol- 
lowed a reasonable course, and have 
complied with our previous decisions. 

We are of the opinion, however, 
from a consideration of the testimony, 
that the rate used by the Commission 
engineers for common labor should 
be increased to 65 cents per hour, and 
we will modify their estimate to pro- 
vide for such an increase in the ac- 
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counts involving the use of common 
labor. 


Direct Labor and Material Overheads 


A satisfactory comparison of this 
item is only possible on Accounts 321- 
329, inclusive. -On the remaining ac- 
counts (312-320, inclusive), the 
pricing in the two appraisals is not 
on the same basis, and as a result, a 
comparison of direct overheads would 
be meaningless. 


Direct Labor Overheads—Accounts 
321-329 


[6] The direct labor overheads in- 
dude items for direct supervision ; 
tool expense; miscellaneous expense ; 
omissions and contingencies; work- 
men’s compensation, public liability, 
and property damage insurance; and 
social security, Federal old-age bene- 
fits, and unemployment compensation 
taxes. The amounts included by the 
respective engineers vary somewhat 
for each account. On the total of the 
direct labor in the accounts involved, 
the Commission engineers allowed 
28.0 per cent as compared with 30.75 
per cent as included by the company 
engineers, and, in a general way, this 
difference may be broken down as fol- 
lows: 


Field supervision 

Tool expense 

Miscellaneous expense 
Property damage insurance 


With reference to direct labor over- 
heads generally, Mr. Black testified 
that he was in full agreement with the 
method followed by Burley for the 
company, and that a comparison with 
[6] 


similar allowances that Black had 
made in other appraisals lead him to 
the conclusion that the total percent- 
ages as used by Burley were fair and 
reasonable. 

On the subject of field supervision, 
Brockhoff testified that, although he 
had used 5 per cent on a previous 
gas appraisal, on this particular job, 
he had made a detailed analysis of 
26 work orders, and found that the 
supervision above that of gang fore- 
man averaged 3.82 per cent, and 
therefore considered that 4 per cent 
was apparently correct. He further 
testified that the company’s records 
show that direct supervision for in- 
stalling services amounted to 5 per 
cent of direct labor, but that piece- 
meal construction of services required 
greater supervision than would whole- 
sale construction, because of scattered 
locations and a corresponding loss in 
travel time. Accordingly, he assumed 
that 4 per cent would also be correct 
for services. He used 3 per cent for 
setting consumers’ meters, which 
agrees with percentages used by Com- 
mission engineers in previous apprais- 
als, and in his opinion, is correct. 

Mr. Burley estimated field supervi- 
sion at 5 per cent for that portion of 
all labor which was not priced by con- 


Company 
Engineers 


5 % 
3.5 


Commission 


Engineers Difference 


3 
1.16 


tractors. As a basis for his percent- 
age, he analyzed 78 distribution system 
work orders. (Described and treated 
more fully under “Mains.’”’?) That 
analysis showed 3.33 per cent rep- 
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resenting the cost of general foreman, 
and men recording field book data, but 
not including the cost of a field super- 
intendent, assistant superintendents, 
timekeepers, watchmen, water boys, 
and material hustlers, which are not 
normally used by the company in its 
piecemeal construction, but all of 
which Burley intended to be included 
in his final allowance for field super- 
vision. He contended that 1.67 per 
cent was the proper allowance for these 
latter additional items of expense, and 
that the total allowance of 4 per cent 
as used by the Commission engineers 
is inadequate to make a provision for 
the items not generally included in 
company overheads. We are of the 
opinion that Brockhoff’s provision is 
adequate and shall adopt the allow- 
ances made in his appraisal for field 
supervision. 


Tool Expense 


[7] Mr. Brockhoff testified that the 
company records showed that an al- 
lowance of 3 per cent to the tool re- 
serve was slightly inadequate, but 
that an allowance of 4 per cent tended 
to build up a reserve. On the basis 
of that information, Brockhoff, as- 
suming that reproduction conditions 
would require less tools, adopted 3 per 
cent. He was also of the opinion 
that in buying all the small tools at 
one time, the company would secure 
better prices than are now obtained 
on piecemeal construction. 

Mr. Burley estimated that tool ex- 
pense for all construction work out- 
side of customers’ premises, which 
was assumed not to be done by con- 
tract, would be 3.5 per cent of the 
direct labor cost, and 1 per cent for 
construction work inside customers’ 
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premises. The 3.5 per cent figure was 
adopted by Burley after an analysis 
of the charges to the tool reserve for 
the actual tool cost for all outside dis. 
tribution system construction for the 
period 1934-1939, inclusive. 

An allowance of 3 per cent is con- 
siderably higher than has been used 
in similar cases, and we are of the 
opinion that it is adequate herein, 


Miscellaneous Expense 


[8] For the item of miscellaneous 
expense, which includes the labor of 
installing and removing items which 
are not a part of the physical property 
but which are a necessary part of the 
construction cost, and also includes 
such things as small excavations, bar- 
ricades, temporary bridges over open- 
ings, etc., Commission engineers used 
1.5 per cent for mains and 2 per cent 
for services which was in accord with 
previous appraisals. Company en- 
gineers used 3 per cent to cover the 
same item, except that they used 1 per 
cent on meter and regulator testing. 
Burley stated that the 3 per cent 
figure is often used and is similar to 
allowances made by Commission en- 
gineers on several appraisals in recent 
years. 

The allowance to be made for this 
item is largely one of judgment, and 
although Black concurred in Burley’s 
estimate, we are of the opinion that 
the allowance made by the Commis- 
sion engineers is sufficient to provide 
for the items included. 


Omissions and Contingencies 


[9] The same allowances were 
made by both groups of engineers for 
this item, except for the accounts in- 
volving the setting and testing of con- 
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gumers’ meters for which the Com- 
mission engineers used 1.5 per cent 
and the company engineers used 3.0 
per cent for setting and 0.5 per cent for 
esting. The allowance to be adopted 
is largely a matter of judgment, and 
the one used by the Commission en- 
gineers should be sufficient. 


Payroll Insurance 


(10, 11] The respective engineers 
ysed like percentages for workmen’s 
compensation and public liability in- 
sirance. They differed slightly on 
property damage insurance, for which 
the company engineers used $2,000/ 
$10,000 limits, which is in accord with 
company practice, whereas Commis- 
sion engineers used $1,000 limit. 
This caused a difference of 0.26 per 
cent in the mains account. In this 
instance, the practice followed by the 
company appears to be a reasonable 
assumption for reproduction, and we 
are of the opinion that the $2,000/ 
$10,000 limits should be used. The 
company engineers also included oc- 
cupational disease allowance, which 
cost 0.01 per cent. We see no need 
for this allowance. 


Material Overheads 
General 


As in the case of direct labor over- 
heads, both groups of engineers ap- 
plied percentages which they deemed 
proper to cover various items of cost 
generally included as material over- 
heads. The composite allowance by 
the Commission engineers was 5.37 
per cent as compared to 6.85 per cent 
used by company engineers. Most 
of this disparity is found in the items 
of purchasing expense, and omissions 
and contingencies. 


Purchasing Expense 


[12, 13] Mr. Brockhoff testified 
that a percentage of 0.5 per cent was 
applied to all items purchased includ- 
ing equipment installed by manufac- 
turers. He further testified that the 
St. Louis County Gas Company 
charges 0.75 per cent on all items 
issued through stock, and that on 
items purchased for particular jobs 
and not issued through stores, a 
charge of 0.75 per cent is made, with 
a maximum of $25. For that reason 
he concluded that 0.5 per cent, which 
has been used by the Commission en- 
gineers in other appraisals, was about 
right. 

Mr. Burley estimated this item to be 
1 per cent after a consideration of the 
size. of the job, the length of the con- 
struction period, the amount and 
quality of material to be purchased, 
and the probable total cost of main- 
taining the purchasing organization. 
He also testified that a study was 
made of the actual cost to the com- 
pany, and that for the years 1938- 
1939, purchasing expense was 1.27 
per cent of all materials purchased, in- 
cluding materials going through stock 
and those not going through stock. 

We cannot adopt Burley’s study of 
actual cost for this item, as it reflects 
purchase expense for acquiring small 
lots of materials needed in operations. 
We are interested in large scale buy- 
ing costs. An allowance of 0.5 per 
cent has been so well established be- 
fore this Commission as a proper one 
to be used for purchasing expense in 
a cost of reproduction appraisal, that 
we are unwilling to change it without 
a more conclusive showing than was 
here made. 
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Stores Expense 


[14] The Commission engineers 
used 3 per cent for stores expense for 
most of the material in the distribu- 
tion system, but used 2 per cent on 
pipe; while company engineers used 
34 per cent for everything except pipe, 
and 14 per cent on pipe. As a result, 
the different»: tend to offset one an- 
other. We shall adopt Commission 
engineers’ allowance. 


Miscellaneous Expense 


[15] Miscellaneous expense is a 
judgment item used to provide for 
the cost of material which cannot 
readily be classified, and includes not 
only items which are used up in con- 
struction and are not now in evidence 
as part of the present in the property, 
but also small items of material which 
are property but are not listed in the 
inventory because the cost of describ- 
ing, listing, and pricing in detail tends 
to equal or exceed the cost of such 
items. We are of the opinion that 
Commission engineers’ allowance of 
1 per cent for miscellaneous expense 
is sufficient. 


Omissions and Contingencies 


[16] Commission engineers used 
an allowance of 2 per cent for mains, 
as compared with 3 per cent by com- 
pany engineers; and of 1 per cent on 
plant equipment, as compared with 2 
per cent by company engineers. 
These allowances are also matters of 
judgment, and those used by Commis- 
sion engineers are in accord with pre- 
vious allowances and follow our prior 
decisions. We shall adopt the Com- 
mission engineers’ percentages. 
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Customers’ Contributions 


[17, 18] In preparing their ap- 
praisal, the Commission engineers de. 
ducted from the cost of reproduction 
of mains, services, meters, and meter 
installations, the percentage of these 
items for which contributions had been 
made by the utility’s customers. Ip 
this process they endeavored to follow 
the findings of the Commission, as 
given in the Commission’s report and 
order of November 30, 1934, in the 
Laclede Gas Light Company Case, 
No. 5217, 21 Mo PSC 456, 7 PUR 
(NS) 277. The amounts of nonre- 
fundable customers’ contributions 
held by the company at December 31, 
1938, was $604,337.47, of which 
the Commission engineers deducted 
$496,880. The amount deducted by 
the engineers was less than actual con- 
tributions, due to translating from the 
original cost to the reproduction cost 
basis. 

Company witnesses made no deduc- 
tion for such contributions on the 
grounds that the property constructed 
with the contribution was actually 
used and useful and is owned and 
maintained by the company. It was 
further contended that the company 
theory was in accordance with the 
classification of accounts prescribed by 
this Commission. In support of their 
contention, the company introduced 
Exhibit No. 13, in which are set out 
certain portions of the company’s 
rules and regulations on file with this 
Commission governing extensions of 
mains and services. 

In response to cross-examination 
relative to the reason for the com- 
pany’s rules requiring customers to 
make contributions toward the cost of 
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laying mains, the company’s treasurer, 
Mr. Sanford, testified that “ 

it is to equalize the company’s invest- 
ment between customers. OP le 
stated that if there were no such rule 
that “ it would unduly in- 
crease OUr investment per customer 
and would have an adverse effect up- 
on our rates. — 

Customers’ contributions is not a 
new subject before this Commission. 
In its decision of February 9, 1929, 
Case No. 3974, West St. Louis Water 
& Light Co. v. Public Service Com- 
mission, PUR1929B 612, we find 
that the Commission deducted con- 
sumers’ deposits on hand from the 
fair value findings. Again, in The 
Laclede Gas Light Company Case, 
supra, this Commission adopted the 
procedure followed by a company en- 
gineer and deducted from the cost of 
reproduction of services a portion of 
the actual contributions. 

In its brief the company argues 
from our decision in the Aluminum 
Goods Case [PUR1927B 1] that 
these contributions should be included, 
but there is a decided difference be- 
tween donations voluntarily given by 
outsiders and those required to be 
given by consumers. We think Mr. 
Sanford’s testimony quoted above 
clarifies this point, for if consumers’ 
contributions are required to prevent 
undue increase in investment per con- 
sumer, and to obviate adverse effects 
on rates, then it is patently improper 
to add those contributions to the rate 
base thus increasing the value and in- 
creasing the rates. 

To calculate rates on a base which 
includes the property purchased by 
such contributions is not only unfair 
to the customer who made the con- 


tribution, but also to the remaining 
noncontributing customers who would 
thereby subsequently be required to 
assist in paying return, depreciation, 
and operating expenses, on property 
required to serve an admittedly un- 
profitable customer. 

We will not require the consumers 
to pay to the company a return on 
the consumers’ own _ investment. 
These contributions will, therefore, be 
deducted in making our finding of 
fair value. 

Hereinafter, we shall set forth the 
company’s operating expenses which 
will include the cost of maintenance 
and taxes on all property. Our rec- 
ommendation for an annual deprecia- 
tion allowance will be based upon the 
original cost of all property used in 
public service, so that a sufficient re- 
serve will be set aside to provide for 
the retirement and replacement of all 
property so used, including that built 
from contributions. 

Consequently, the company will be 
fairly treated if customers’ contribu- 
tions are deducted from the rate base. 
No inequity to the company on account 
of insufficient return results for the 
reasons that, (1) the capital required 
is derived from contributions, and 
(2) no additional investment is re- 
quired on the part of the company. 

In view of the supposed conflict 
relative to the mechanics of making 
the deduction, we are confronted with 
a problem as to whether the deduction 
should be made in the cost of reproduc- 
tion before the addition of overheads 
(in accordance with Commission en- 
gineers’ appraisal), or whether the en- 
tire property should be considered as 
a whole until after a fair value find- 
ing is reached and the exact amount 
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of the contributions deducted at that 
time, as was done in the West St. 
Louis Water and Light Company 
Case, supra. 

The problem now before us is to 
convert the contributions as made, to 
a cost of reproduction basis. The 
method used by the Commission en- 
gineers fails to provide general over- 
heads for the reproduction of the en- 
tire property. In event of complete 
reconstruction, the conipany would be 
required to design and construct the 
entire plant, and complete general 
overheads must be included. 

After all the above discussion, we 
will treat customers’ contributions as 
follows : 

(a) Original cost will be found for 
the complete property, including con- 
tributions. 

(b) Cost of reproduction will be 
for the same property. 


(c) In the finding of fair value for 
rate-making purposes, the Commis- 
sion will make a proper deduction for 


such contributions, the amount of 
said deduction tending toward the ac- 
tual original contribution or toward 
its reproduction equivalent in accord- 
ance with the weight given original 
cost or cost of reproduction in the 
finding of fair value. 


Permits and Inspection Fees 


The amounts included in the re- 
spective appraisals for the above item 
are shown in the following tabula- 
tion: [Table omitted. ] 

The allowance for permits for serv- 
ices in St. Louis county is the cause 
for most of the difference, the com- 
pany engineers having assumed a cost 
of $7,602, as contrasted with the Com- 
mission engineers’ assumption that 
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the service would be installed along 
with the mains, and that no additional 
allowance was necessary. In accord- 
ance with our discussion on services 
to follow, the latter is a reasonable as- 
sumption. 

The evidence shows that the Com- 
mission engineers’ information rela- 
tive to Clayton and Maplewood was in 
error, for the company actually paid 
permit and inspection fees at those 
points. 


Deducting $7,602 from company 
engineers’ estimate and adding to the 
Commission engineers’ totals the com- 
pany engineers’ estimates for Clayton 
and Maplewood, brings the two esti- 
mates less than $500 apart. Inasmuch 
as there is considerable doubt regard- 
ing the exact method of determining 
payments in event of a complete re- 
production, we are of the opinion 
that $17,500 is a reasonable allowance 
and shall adopt it, assuming $4,500 
for mains and $13,000 for services. 


Account 302—Franchises 


[19] The company engineers in- 
cluded $8,494 in their appraisal for 
the above item, stating that the amount 
of money included is the original cost 
to the company, and contending that 
a sound basis upon which to estimate 
for the cost of reproduction appraisal 
is to adopt the original cost figure. 

The Commission engineers did not 
set forth a specific allowance for fran- 
chise, in fact, Brockhoff admitted that 
he had given no consideration to this 
item. 

We believe that in making a repro- 
duction cost appraisal, it would be im- 
proper to include an estimated cost for 
franchises, as the very nature of the 
item would lead to excessive specula- 
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tion and the estimate could have no 
sound basis. However, where, as in 
this case, the actual cost is known and 
where those actual costs represent rea- 
sonable expenditures for securing 
franchises, we are of the opinion that 
it is proper to include the original cost 
of franchises in the reproduction ap- 
praisal. Accordingly, we will adopt 
the company figure for this account. 


Accounts 312 to 320, Inclusive 


A comparison of the pricing in these 
accounts is quite involved. The esti- 
mates of cost for buildings and 
foundations were prepared for the re- 
spective groups of engineers by inde- 
pendent contractors, and the results 
of their estimates are spread through 
nearly all of the above accounts, the 
record not disclosing by accounts the 


Total direct cost 
Job overheads—5% 


Cost of contractor 
10% Margin including profit 


Cost to utility 
1% Performance bond 
9% Overhead profit and performance bond 


Total cost 


amount thus priced. The pricing of 
equipment and its installation was 
based to a certain extent upon manu- 
facturers’ quotations which included 
cost of erection; for other items not 
erected by the manufacturer, Commis- 
sion engineers prepared estimates as- 
suming installation by company forces, 
whereas the company engineers as- 
sumed installation by contractor, 
whether the equipment and materials 
were furnished by either the company 
or the contractor. The result is that 
a detailed analysis of the differences 
is not possible ; but the record does dis- 


close certain explanations which we 
shall review under appropriate head- 
ings. 


Buildings, Equipment Foundations, 
Etc. 


The estimated cost of reproduction 
for buildings and foundations as in- 
cluded in the Commission engineers’ 
appraisal was prepared by William H. 
& Nelson Cunliff Company. The ap- 
praisal of the same group of proper- 
ties was prepared for the company 
engineers by the Fruin-Colnon Con- 
tracting Company. 

The two appraisals were based upon 
an agreed inventory of quantities, and 
are comparable; the figures submitted 
by the respective contracting com- 
panies being set forth in the follow- 
ing tabulation: 


Fruin-Colnon 


$548,991 
27,442 


$576,433 
5 


? 


$634,058 
6,340 


$640,398 


In general, the appraisals were pre- 
pared in like manner and include com- 
plete material costs, complete labor 
costs, labor and material overheads, 
insurance, omissions and contingen- 
cies, contractor’s profit, and the cost 
of a performance bond. As will be 
noticed from a study of the above 
table, one of the principal differences 
is in the allowance made for overhead 
and contractor’s profit. In addition, 
the Fruin-Colnon Company included 
state sales tax on all purchases of 
material regardless of whether they 
were made in the state of Missouri. 
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We must eliminate the excessive 
sales tax in accordance with our pre- 
vious discussion. In other respects, 
the estimates were made on the same 
basis, i. e., as if the respective parties 
were submitting actual proposals, and 
the differences, in direct costs and in 
overhead and profit, are not greater 
than usually found when bids are tak- 
en for construction work. We are of 
the opinion that the Cunliff estimate 
as used in the Commission engineers’ 
appraisal is fair and reasonable, and, 
accordingly, shall adopt the Commis- 
sion engineers’ appraisal to the extent 
of the pricing by the Cunliff Company. 


Omission of Yard Paving 


[20] The record shows that the 
Commission engineers inventoried 
yard paving at the Shrewsbury plant 
and arrived at a quantity of 5,107 
square yards, but that inadvertently 
only 251 square yards were included 
in the appraisal. Company engineers, 
in examining the Commission en- 
gineers’ work, overlooked this error 
at the time of their original check, but 
prior to the preparation of their re- 
ports, they discovered it and included 
the additional 4,856 square yards in 
their appraisal. 

Mr. Brockhoff stated that the addi- 
tion of the quantity to his report 
would increase the cost of reproduc- 
tion by $8,158, but claimed that this 
type of error might properly be con- 
sidered as being included in his allow- 
ance for omissions and contingencies. 
Burley contended that this is not the 
kind of item contemplated in an al- 
lowance for omissions and contingen- 
cies. We agree with Burley and shall 
increase the Commission engineers’ 


appraisal by $8,158, of which 69.34 
49 PUR(NS) 


per cent, or $5,657, is assigned to 
property used in public service. 


Well under Cooling Tower 


As shown on page 251 of Commis. 
sion Engineers’ Exhibit 1, a cooling 
tower and well at the Shrewsbury 
plant, having a reproduction cost of 
$7,566, and a cost of reproduction 
less depreciation of $3,472, were 
classified as property not used in pub- 
lic service, for the reason that the 
cooling tower was no longer used, 

Company engineers included the 
well in property used in public sery- 
ice, Burley claiming that it has been 
used for several years as a reservoir, 
in event city water supply is shut off, 
and also as an emergency supply for 
the company fire pump. He further 
testified that the well was actually 
used in December, 1940, when the 
city water supply failed, and that he 
was of the opinion that it is necessary 
to maintain this well for standby 
service. 

We are of the opinion that the well 
should be considered as property used 
in public service, and shall increase 
the Commission engineers’ cost of re- 
production appraisal, $3,265, and re- 
production less depreciation, $2,612. 


Preliminary Tune-up of Plant 


[21] The company engineers in- 
cluded $3,353 ($2,892, net, excluding 
overheads), in their estimate to pro- 
vide for expense of preliminary tests, 
and for tune-up and adjustment of 
apparatus and appurtenances. Com- 
mission engineers made no comparable 
provision. We are not convinced of 
the correctness of the amount of the 
company engineers’ estimate, but the 
need for such preliminary operations 
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is apparent. We shall allow the en- 
tire item as claimed, although in doing 
so we appreciate that labor rates and 
overheads may be higher than adopted 
elsewhere in this report. However, 
we do not have the necessary informa- 
tion properly to modify the estimate 
and our error in adopting the full 
amount is minor. 


Equipment Installation and Plant and 
Yard Piping 


[22] As previously stated, com- 
pany engineers employed contractors, 
who had engaged in electrical, plumb- 
ing, heating, ventilating, air condition- 
ing, industrial, and power plant work, 
to estimate the cost of installing equip- 
ment, and plant and yard piping. The 
Commission engineers based their es- 
timate upon their usual procedure of 
assuming that the company would act 
as its own contractor. 

The resulting difference is attribut- 
ed to a number of factors, including 
labor performances, labor rates, and 
direct overheads. On the question of 
performance, the record is silent. The 
contractors used A. F. of L. rates 
throughout, whereas Commission en- 
gineers used union scale only for 
skilled craftsmen, except on under- 
ground gas pipes for which the same 
tates as adopted for distribution mains 
were used, Brockhoff being of the 
opinion that union labor would be re- 
quired for the erection of holders, wa- 
ter gas sets, and purification apparatus. 

The contractors added 10 per cent 
plus 10 per cent (21 per cent) to their 
direct costs, both labor and material, 
to provide for overhead and profit, 
and 1 per cent additional to the total 
to provide for performance bond. 
Commission engineers added direct 


overhead percentages, but made no 
provision for profit. As a result, a 
detailed comparison cannot be made. 
It was shown, however, that estimated 
prices of materials assumed to be sup- 
plied by contractor were considerably 
higher than prices available to the 
company and used by Commission 
engineers. 

Giving consideration to all the 
record on the above subject, we are 
of the opinion that the Commission 
engineers’ theory of construction by 
company forces is sound, and that a 
contractor is not needed; and that the 
Commission engineers’ performances 
and overheads should be accepted. 
We are further of the opinion, in con- 
formity with our previous discussion, 
that the Commission engineers’ theory 
of using part union and part nonunion 
wage scales is correct. However, in 
this instance, we believe that it would 
conform more nearly to actual con- 
struction practices had they used union 
labor wage scale for installing the 
yard piping. We will, therefore, ad- 
just our engineers’ estimate upward 
to take into account the difference be- 
tween the wage scales used, and the 
rate paid union employees. 

Account 322—Mains 
General 

Approximately 50 per cent of the 
difference in appraisals is found in 
this account, the company engineers’ 
estimate being 65 per cent higher than 
the Commission engineers. Certain 
factors contributing to this disparity, 
such as sales tax, direct overheads, 
customers’ contributions, and permits 
and fees, have been heretofore dis- 
cussed. The principal factor, how- 
ever, is the difference in opinion as to 
the extent to which a trenching ma- 
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chine might be used in excavating for 
the installation of the 600, or more, 
miles of mains in the distribution sys- 
tem. There are other differences (in 
addition to the general ones hereto- 
fore discussed) that are involved to a 
lesser extent, including the labor and 
trenching machine performances. 


Use of Trenching Machine 


In estimating the cost of trenching 
for mains, both groups of engineers 
made studies of local conditions, and 
the Commission engineers estimated 
that 80 per cent of the length of the 
excavation for all mains in the com- 
pany’s system could be done econom- 
ically with a trenching machine, as 
compared with 37.27 per cent es- 
timated by company engineers. 

The record shows that after the 
Commission engineers had prepared 
their inventory of mains, at which 
time detailed data regarding the size 
and location of mains was recorded, a 
Commission engineer took that in- 
formation and made a field investiga- 
tion of conditions along approximate- 
ly every third street in the system, 
recording facts concerning the inter- 
secting streets, streetcar tracks, drive- 
ways, and the number of houses. If 
the main was located between the curb 
and the property line, the number of 
poles and trees was also noted. In 
addition, the investigator took into 
consideration all visible obstructions 
that would prevent the use of a trench- 
ing machine. From the total length 
of mains, certain deductions were 
made for each of the various items 
heretofore noted, and if the footage 
remaining was sufficient to warrant, it 
was assumed that trenching would be 
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done with a machine. Where there 
was any doubt as to the successful per- 
formance of a trenching machine, the 
section was classified as hand trench. 
ing. As a result of this study, the 
Commission engineers determined 
that 87 per cent of the trench lengths 
could be trenched with a machine. The 
Commission engineers modified this 
percentage, adopting 80 per cent for 
machine trenching in order to provide 
for unforeseen and underground ob- 
structions. 

Engineers for the company pre- 
pared a similar study, proceeding 
along the following general plan, 
which was outlined by Mr. Black and 
supervised by Mr. Burley. 

From an office investigation about 
10 per cent of the mains were classi- 
fied as hand trenching for the reason 
that the mains were located in busi- 
ness districts or other congested areas, 
or on narrow streets and roads, which 
company engineers contended would 
prohibit the efficient use of a trench- 
ing machine. Some mains were also 
classified in the hand excavation 
group because the company employees 
had information that certain areas 
were filled with stone or other ma- 
terials difficult to excavate, or for the 
reason that they believed that the num- 
ber of trees, shrubs, poles, etc., along 
particular lines of pipe would prohibit 
the efficient operation of a machine. 
In this group were also classified 
mains in parkways, when laid on 
sharp curves where the handling of a 
trenching machine would be difficult. 

After having made an office study 
of the system, engineers were sent into 
the field to make an investigation of 
samples of the remaining mains sys- 
tem to determine whether machine 
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trenching was feasible and, if feasi- 
ble, to determine what obstructions 
would be found to require hand ex- 
cavation. 

As a result of their investigation, 
the company engineers found that 
50.96 per cent of the system was not 
subject to the use of trenching ma- 
chine, and that of the remaining 49.04 
per cent, approximately 24 per cent, 
or 11.77 per cent of the total, would 
have to be excavated by hand on ac- 
count of obstructions such as water 
services, trees, alleys, and driveways, 
crosswalks, street crossings, electric 
and telephone cable, and other under- 
ground obstructions. 

The company engineers’ conclu- 
sions were supported by Mr. Kendall 
W. Creecy, vice president of the Con- 
duit Contracting Company, Inc., who, 
in his contracting experience, has 
done work of this nature for a number 
of utilities in and around the St. Louis 
and St. Louis county area. He made 
a field check covering about 15 or 16 
per cent of the footage included in the 
company’s study, or about 5 or 6 per 
cent of the total footage in the system, 
and his conclusions agree very closely 
with those of the company engineers. 

To illustrate further the difference 
in the studies made by the company 
engineers and the Commission en- 
gineers, and also to support the com- 
pany engineers’ results, the company 
submitted Company Exhibit No. 27, 
which shows a summary of the in- 
spections made by the company en- 
gineers, E. B. Black, and Kendall 
Creecy, together with the results of 
the inspection made by the Commis- 
sion engineers, all being at identical 
locations. The over-all percentage 
classification of pipe in the particular 


samples from each of the four sources 
indicated above is as follows: 
Machine Hand 


Trenching Excavation 
Company engineers 


E. B. Black 
Kendall Creecy 
P.S.C. engineers 

The very wide difference in results 
obtained by the respective groups of 
engineers was obviously caused by 
differences in the fundamental con- 
cepts of procedure to be followed in 
reproducing the property. However, 
the three separate estimates presented 
in behalf of the company coincide so 
closely as to indicate a complete lack 
of independent judgment. 

The record on this subject of trench- 
ing machines is both voluminous and 
ponderous. Consequently, no at- 
tempt will be made to set forth a com- 
plete digest of the testimony and ex- 
hibits. The more important factors, 
and our conclusions, follow. 

The savings to be gained from the 
use of machine trenching as compared 
with hand excavation is great, and is 
not confined to excavation alone, but 
affects the quantity, and resulting 
cost, of backfilling. It appears that 
the company engineers’ estimated cost 
of trenching by means of the Barber- 
Greene machine (used for small sized 
pipe) is but one-third of the cost of 
trenching by hand, while the cost for 
using the Parsons machine (used for 
larger sizes of pipe) is less than one- 
half the cost for hand excavation. 
These relative costs are important, as 
the large savings which result encour- 
age extensive use of machines on this 
class of construction work. We are 
of the opinion that the Commission 
engineers had a better gtasp of the 
problem and gave more consideration 
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to potential economies of construc- 
tion by trenching machine than did 
the company engineers. The arbi- 
trary assumption made by company 
engineers, that certain portions of the 
mains system required hand excava- 
tion merely because of location in 
business districts, congested areas, or 
on narrow or busy streets and roads, 
was improper, for it is apparent that 
excavation by trenching machine, af- 
fording a speedy method of complet- 
ing the work, would be especially de- 
sirable at such locations. Judging 
from the procedure followed by the 
company engineers in excluding from 
machine excavation generous allow- 
ances for roots of trees, and assum- 
ing hand excavation for flower beds, 
shrubs, etc., over the line of trench; 
and also giving consideration to their 
timidity in assuming the operation of 
trenching machine on concrete side- 
walks, and to the liberal sections of 
hand excavation that they allowed for 
water services, driveways, and street 
intersections, we are of the opinion 
that we should not rely solely on the 
company engineers’ estimates. 

On the other hand, it appears that 
the Commission engineers’ estimate 
did contain errors, some few of which 
were admitted during cross-examina- 
tion, and that the engineer making the 
examination did not correctly locate 
the pipe for his field investigation, nor 
did he give sufficient consideration to 
clearances. In further criticism, it 
appears that he did not make a suf- 
ficient allowance to provide for trees, 
poles, and other obstacles, when found 
along the line of trench. 

Giving consideration to the above 
and to the entire record, we are of the 
opinion that 55 per cent of the total 
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length of mains in the system could be 
economically excavated by trenching 
machine, and we will increase the 
Commission engineers’ cost estimates 
correspondingly. 


Trenching Machine Performance 


The performances used by company 
engineers were approximately 80 per 
cent of those used by Commission en- 
gineers, the former having used 480 
feet per 8-hour day for a Barber- 
Greene No. 64-B machine as com- 
pared with 600 by Commission en- 
gineers, and 374 feet per day for a 
Parson No. 21 machine, as compared 
with 450 by Commission engineers. 

Mr. Brockhoff testified that Com- 
mission engineers’ estimates of per- 
formance were based in part on rec- 
ords of 26 jobs of the St. Louis 
County Gas Company for which 
trenching machine performance had 
been maintained, and that said jobs 
indicated a performance of 107} feet 
per hour. Commission engineers’ 
performances were supported by tes- 
timony of Mr. T. E. Chenoweth, a 
Commission engineer, who made a 
time study of trenching machine pet- 
formance in St. Louis by a machine 
operated by Conduit Contracting 
Company (Creecy’s Company), and 
determined a rate of 114.4 feet per 
hour which takes into account lost 
time in raising boom to clear obstruc- 
tions spaced at intervals averaging 
28.4 feet. 

The Commission Engineers’ per- 
formances were also supported by 
Mr. William Tell, a trenching ma- 
chine operator, who stated that 600 
feet per day would be a minimum 
day’s work for the Barber-Greene 
machine, considering average condi- 
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tions in St. Louis county; and that 
the Parsons would accomplish about 
4s much as the Barber-Greene. His 
estimate includes an allowance for 
waiting time for reasons other than 
grvicing, which he stated is usually 
done in the morning before the crew 
arrives or during the lunch hour so 
that no time is lost. 

Mr. Burley testified that compaay 
engineers’ performances were ob- 
tained from an analysis of the com- 
pany’s experience in trenching 48,- 
000 feet during 1939, which, he con- 
tended, is the only portion of the com- 
pany’s experience for which records 
sufficient to establish performance 
were kept. He further contended 


that the experience was obtained from 
excavation in areas that are not built 
up so that the analysis represents a 
performance which is more efficient 
than could be achieved in a complete 


reproduction of the property. 


Mr. Creecy testified, in support of 
company’s engineers’ performance, 
that his company’s experience has 
shown an average of 400 feet per 8- 
hour day using a small machine com- 
parable to the Barber-Greene No. 
64-B, and 350 feet per 8-hour day for 
a Parsons No. 21. Based on his firm’s 
experience, he considered the adopted 
performances of company engineers 
§ to be reasonable, or perhaps a little 
optimistic. During the course of his 
testimony, he first estimated that two 
hours per day was required to service 
the trenching machine, including oil- 
ing, making adjustments, watering, 
and greasing. Later, he testified that 
the oiler arrived on the job an hour 
before the rest of the crew in the 
morning, and worked during the noon 
lunch period to oil and grease the ma- 
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chine. Finally, he testified that two 
hours servicing is required in addi- 
tion to the one and one-half hours 
in the morning before work and dur- 
ing lunch hour. 

Mr. Creecy, further testifying as 
to his firm’s practice in the operation 
of trenching machines, stated that 50 
feet at intersections would not be ex- 
cavated by trenching machine; that 
of this 50 feet, 24 feet would not be 
trenched at all in order to provide a 
trafficway; and that test holes were 
dug in advance of trenching machine 
operations to locate services. 

Mr. Chenoweth, from his study of 
trenching machine work performed in 
St. Louis by Mr. Creecy’s company, 
testified that an average of 22.3 feet 
was. not excavated by machine at in- 
tersections ; that only 12 feet was not 
trenched at all; and that test holes 
were not dug to locate services. 


Mr. Black testified that the com- 
pany engineers’ estimate of perform- 
ance was reasonable. 

We believe that Mr. Chenoweth’s 
presentation of the actual perform- 
ances and construction practices of 
Mr. Creecy’s company completely dis- 
credits Creecy’s testimony on these 
points and justifies us in disregarding 
it. 

The performance of a trenching 
machine is partly a function of the 
character of territory traversed, but 
as the total volume of machine work 
increases the performance of the ma- 
chine, per unit of time, also increases 
because large-scale operations can be 
carried out on a more economic unit 
basis. On the other hand, when a 
given task is to be accomplished part- 
ly by hand and partly by machine, the 
percentage of the total work to be 
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done by machine definitely affects the 
performance of that machine; for as 
the percentage of machine work is in- 
creased, a larger portion of the more 
difficult work is thrown upon it, thus 
decreasing its output per unit of time. 
The 55 per cent which we have al- 
ready adopted as our percentage of 
machine excavation is, therefore, di- 
rectly related to the probable per- 
formance of these machines. 

Giving due consideration to the 
above relationship, and to all the testi- 
mony relating to machine perform- 
ance, we are of the opinion that the 
Commission engineers’ performance 
estimates are fair and reasonable, as 
herein adjusted. 


Purging 


The company engineers included in 
their appraisal an allowance of $42,- 
034 to provide for the cost of purging 


the distribution system of air and fill- 
ing it with gas. The company en- 
gineers contended that the operation 
is one that must be carefully and 
thoroughly performed in order to 
avoid retention of air pockets in the 
system, the creation of explosive mix- 
tures, and the resulting possibility of 
damage to property or injury to per- 
sons. The Commission engineers 
made no such provision. 

The need for purging is obvious, 
but the company engineers’ estimate 
of cost is not convincing. After care- 
ful consideration of the estimate, we 
shall allow the sum of $30,000 to pro- 
vide for purging the mains system. 


Other Mains Construction Per- 
formances 
General 


As previously stated, the Commis- 
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sion engineers’ performances were 
obtained from their past experience 
in making appraisals of various util. 
ities’ properties during which time 
large numbers of work orders of all 
types have been analyzed and certain 
basic performances have been de. 
veloped. They also gave considera. 
tion to work orders reflecting this 
company’s experience in constructing 
mains, but were unable to obtain a sat. 
isfactory separation which would 
show time spent on excavation, joint- 
ing and laying, or the other elements 
that are included in the cost of in- 
stalling mains. As a result, it was im- 
possible for them to use the analysis 
of work orders for obtaining labor 
performances. In the performances 
adopted, the Commission engineers 
carefully considered conditions in St. 
Louis county and determined whether 
previously developed performances 
were applicable to an appraisal of this 
company. 

Company engineer performances 
for Accounts 321-327, inclusive, were 
based, in so far as determinable, upon 
the experience of the company and its 
practices as developed over a period of 
some thirty-five years’ operation in 
St. Louis county. Their estimated 
performances for open-trench hand 
excavation, backfilling, disposal, lay- 
ing and jointing, etc., are based upon 
an analysis of 78 work orders totaling 
about 275,000 feet of mains. Burley 
testified that the jobs included aver- 
aged about 3,500 feet in length witha 
minimum of 1,200 feet; that they 
were in various parts of the system; 
that they have been done within the 
past fifteen years; and that they repre- 
sent, as nearly as possible to obtain, 
construction conditions which would 
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exist for the property in event of a 
complete reproduction. He contend- 
ed that the excavating and backfilling 
performances are based on local con- 
ditions and reflect the labor necessary 
to handle the variety of soils in St. 
Louis county, the good and bad 
weather encountered throughout the 
year, and the various underground 
hazards. He also stated that the 
backfilling performances reflect the 
same thoroughness of tamping as re- 
quired by the present and past con- 
struction practice of the company. 

In making the analysis, the hours 
charged for each class of employee en- 
gaged in excavation or backfilling for 
the installation of the mains included 
in the 78 work orders were totaled; 
“work performed” analyses were 
made to determine other duties of 
these men, the time required being es- 
timated and deducted from the total 
labor charged; the time required for 
backfilling was then computed on the 
basis of company’s experience and the 
total backfilling time thus calculated 
was also deducted from the total hours 
in the analysis. The remaining time 
was related to the total quantity of 
hand excavation and resulted in a rate 
of 4.426 cubic yards of excavation per 
8-hour day per man. 

Commission engineers criticized the 
analysis made by Mr. Burley, on the 
grounds that the work orders as se- 
lected did not represent reproduction 
conditions for the reason that, of the 
31 work orders selected for 2-inch 
mains, 11 were in reality a combina- 
tion of from two to eight smaller jobs 
combined into a single large work or- 
der. They further contended that the 
work orders which are composed of 
smaller jobs show a greater number 


of man hours per foot than do the jobs 
which are a continuous run of installa- 
tion at one location. The Commission 
engineers further claimed that the 
company records described by Burley 
do not afford sufficient information to 
make an accurate study of any addi- 
tional work that was performed. 


Hand Excavation 


The Commission engineers, taking 
into consideration all weather, used an 
average hand excavation performance 
of 5 cubic yards per 8-hour day which, 
in addition to actual digging, includes 
labor of installing bracing, sheeting, 
and shoring when necessary, of plac- 
ing and removing bridging, barriers, 
etc., of grading bottom of trench, and 
of miscellaneous work chargeable to 
excavation. 

The company engineers, from their 
above-described 78 work order an- 
alysis and the derived performance, 
adopted 4.5 cubic yards per man per 
8-hour day for open trench excava- 
tion. 

Company witness Black concurred 
in the 4.5 cubic yard performance 
adopted by company engineers. Wit- 
ness Creecy testified that the figure of 
4.5 yards as used by the company en- 
gineers is too high for the reason that 
it was determined from construction 
involving the use of experienced men, 
who, under reproduction conditions, 
would not be obtainable. He further 
stated that his company’s perform- 
ance in the St. Louis county area is 
4.37 cubic yards per 8-hour day when 
using experienced labor. 

Mr. Lucas, of the Mid-City Plumb- 
ing and Engineering Company tes- 
tifying for the company, stated that 
in connection with his estimate to 
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install plant piping at Shrewsbury, 
he used 6.0 cubic yards per day 
for trenches up to 4 feet deep, that 
he uses that rate for estimating all 
jobs, and that the time of year does 
not influence performance except when 
soil is frozen, Mr. Wiederholt, sup- 
erintendent of construction for 
Frazier-Davis Construction Company, 
testifying in behalf of the company, 
stated that his superior type labor 
would excavate a maximum of 6 to 7 
cubic yards per day for average soil 
conditions in St. louis county. 


Back filling 


The Commission engineers as- 
sumed that a backfilling gang consist- 
ing of one compressor and operator, 
four tampers, and eight shovellers 
would backfill and tamp 120 cubic 
yards per 8-hour day. This was 
based on information used on previ- 
ous appraisals. The performance 
thus adopted is equivalent to 0.8 man- 
hours per cubic yard. 


The company engineers, after con- 
sultation with the construction depart- 
ment, used a rate of 1.23 man-hours 
per cubic yard, based on the assump- 
tion that a shoveller can handle 13 cu- 
bic yards per 8-hour day, and that one 
tamper is required for each shoveller. 

Mr. Creecy testified that to backfill 
properly there should be at least one 
tamper to each shoveller whether using 
either air or mechanical tamping. He 
further testified that the company en- 
gineers estimate of 1.23 man-hours 
per cubic yard is very conservative. 

Mr. Black stated that his firm speci- 
fied, on certain types of work, that the 
number of tampers and _ shovellers 
shall be equal, that being the minimum 
requirement; that he had used a crew 
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performance of 1.2 man-hours per 
cubic yard for backfilling, as com. 
pared with the company figure of 1,23 
man-hours per cubic yard; and tha 
he considers this fair and reasonable 
in the St. Louis county area. 


Welding Performance 


The Commission engineers’ per- 
formances were based on perform. 
ances used in previous appraisals, 
which in turn were based on statistics 
supplied by a firm producing and deal- 
ing in welding supplies. 

The company engineers’ perform. 
ances were based upon an analysis of 
35 of the 78 previously mentioned 
work orders. The results thus de. 
termined were adjusted, and perform. 
ances increased to allow for opera- 
tions which are necessary in piecemeal 
construction, but which would not oc- 
cur in building a new system. 

Mr. Schumacher, a Commission 
engineer, testified that he had viewed 
the installation of a 12-inch main con- 
structed in 1939 by the Frazier-Davis 
Company for the St. Louis County 
Gas Company, and that he had seen 
welds completed in 48 minutes. The 
record snows that Commission en- 
gineers used a performance of 598 
minutes per weld as compared with 
202.53 used minutes by company et- 
gineers. 

Mr. Burley testified that he did not 
know whether welding speeds had 
increased during the last fifteen years 
(the period covered by company en- 
gineers’ examination of work ret- 
ords). He further testified that he 
had made an analysis of welding per- 
formances at the above-mentioned 
Frazier-Davis job which indicated a 
performance of 3.18 12-inch rolling 
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line welds per welder per day. Mr. 
Wiederholt, of the Frazier-Davis 
Company, testified that he had tried 
to get four 12-inch welds per day, but 
that he never succeeded. 


Conclusion 


In spite of Mr. Burley’s contention 
that the analysis of the 78 work orders 
is an accurate portrayal of company 
experience, including a proper consid- 
eration of the actual conditions found 
on the property of the gas company, 
we are of the opinion that operating 
conditions are reflected to such a large 
degree as to make the results unaccept- 
able for our purposes. Further, we 
note that the items included in the 78 
work orders do not occur in the same 
relative proportions as in the inven- 
tory of the entire system, and that 
they reflect a condition commonly 
known as “unbalanced pricing,” which 
results in serious error. 


We are of the further opinion that 
5 cubic yards per man per 8-hour day 
isa fair and reasonable performance 
for hand excavation. Our views on 
this subject are confirmed by at least 
two of the company witnesses. The 
backfilling, as used by the Commission 
engineers, also appears to be reason- 
able The gang setup and the per- 
formances are all in keeping with 
previous findings of this Commission, 
and except for welding we again adopt 
them. The cost of welding steel 
mains as estimated by the Commis- 
sion engineers will be adjusted up- 
ward by 50 per cent. 


Services 


There is a difference of over $1,- 
300,000 in the service account, the 
ompany engineers’ estimate being 
[7] 


more than 2.25 times the amount in- 
cluded by Commission engineers. A 
portion of the divergencies have been 
heretofore discussed under the heads 
of labor rates and direct labor over- 
heads. The factors causing the re- 
maining differences are as follows: 

(a) Commission engineers assumed 
that 68 per cent of the lineal feet of 
services could be bored which may be 
compared with an assumption of 38 
per cent by company engineers. 

(b) For open trench excavation, 
Commission and company engineers 
estimated performances of 5 and 4.5 
cubic yards per man per 8-hour day, 
respectively. 


(c) In estimating the cost of back- 
filling, the Commission engineers as- 
sumed the use of hand tamping with a 
performance of 0.89 man-hours per 
cubic yard. The company engineers 
assumed pneumatic tamping at the 
same rate as for mains construction, 
1.23 man-hours per cubic yard. 

(d) The Commission engineers’ 
cost of installing service pipe and fit- 
tings is only about 29 per cent of the 
company engineers’ estimate. 

(e) The company engineers made 
an allowance of $29,102 to provide 
for purging services. Commission 
engineers made no comparable pro- 
vision. 

(£) Company engineers based their 
estimate on an assumption that the 
large and most economical service 
gang, costing about $1.12 per produc- 
tive man-hour, would not be able to 
gain access to 16 per cent of the houses 
on their first visit. In order to in- 
stall this remaining 16 per cent of 
services, a smaller follow-up crew, 
costing about $1.71 per productive 
man-hour, would be used. The Com- 
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mission engineers made no such dis- 
tinction. 

(g) Commission engineers based 
their performance on the assumption 
that service construction would be 
made at the same time mains were in- 
stalled so that only one excavation 
would be made at the point where the 
service joins the main located in the 
street. The company engineers as- 
sumed that service construction would 
not be synchronized with mains con- 
struction and that it would be neces- 
sary for the service gang to reéxcavate 
the junction of the service pipe with 
the main. 

With reference to the above factors, 
it appears that the Commission en- 
gineers assumed that 85 per cent of all 
services could be bored, but that the 
total length of each service could not 
be bored, the net result being that 68 


per cent of the total service length was 


used. The company’s determination 
that 38 per cent of the total service 
length would be bored was based on an 
analysis of 6,581 new services in- 
stalled for new customers, which in- 
stallations the company engineers as- 
sumed would be indicative of repro- 
duction conditions. We are of the 
opinion that the Commission en- 
gineers’ estimate is unduly optimistic 
and that the company engineers were 
overly conservative in their assump- 
tion. It appears that 54 per cent of 
the total service length would be in- 
stalled by boring and that the remain- 
der of the length would be constructed 
with open trench excavation. We 
shall adopt the Commission engineers’ 
performances and adjust them in or- 
der to allow for the decrease in quan- 
tity to be bored and increase in quan- 
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tity assumed to be constructed by open 
trench excavation. 

The Commission engineers’ back. 
filling performance of 0.89 man-hours 
per cubic yard on the basis of hand 
tamping is to be compared with their 
estimate of 0.8 man-hours per cubic 
yards for mains construction which 
made use of pneumatic tamping. The 
company engineers were consistent in 
their adopted performances, using the 
same for mains and services. In our 
finding for the service account, we 
shall adopt the backfill performance as 
used by the Commission engineers’ 
estimate for mains and will so in- 
crease their service account estimate, 

The Commission engineers’ per- 
formance for installing service pipe 
and fittings results in only 0.49 man- 
hours per service which is about fif- 
teen minutes for two men. When the 
operations involved are considered, 
the time allowed by the Commission 
engineers is inadequate, and it will be 
necessary to modify their estimate to 
provide for the additional cost. 

The subject of purging was fully 
discussed under the section dealing 
with mains construction and the same 
reasoning holds for services. We shall 
make an allowance of $20,000 to pro- 
vide for purging services. 

The percentage of services esti- 
mated by the company engineers 
where it would be necessary for the 
gang to make a second visit in order 
to gain access to the house is unrea- 
sonably high, as is the difference in 
cost per productive man-hour between 
the main and follow-up gang. We are 
of the opinion that the additional cost 
should be given consideration, and 
shall make an allowance for same 
our finding. 
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With reference to the Commission 
engineers’ assumed procedure of con- 
structing services coincidently with 
mains construction, thereby avoiding 
duplication of excavation and back- 
fill at the junction of the service pipe 
and main, we are of the opinion that, 
in general, the procedure could be fol- 
lowed, although a 100 per cent appli- 
cation of the plan appears to be overly 
optimistic. 

The record shows that an item of 
$13,400 was inadvertently omitted by 
Commission engineers for welding, 
but this has been corrected in Exhibit 
15, 

Summarizing, the Commission en- 
gineers’ estimate for services will be 
modified to reflect the additional cost 
required for fitting, backfilling, per- 
mits and fees, change in labor rates, 
increased cost on account of failure to 
gain access on first visit, purging, 
welding, and provision for occasional 
inability to maintain contemporaneous 
construction of mains and services. 
After careful consideration of all the 
facts and evidence dealing with the 
cost of reproduction of services, we 
are of the opinion that $1,673,000 is 
sufficient provision for the account, 
after adding back the consumers’ con- 
tributions in conformity with our 
previous discussion. 


Account 321—Measuring and Regu- 
lating Equipment 

About half of the difference in this 

elatively minor account is caused by 

sales tax and direct overheads which 


have been discussed heretofore. Al- 
though we are unable to determine the 
exact cause for the difference in direct 
labor cost, we shall adopt $26,000 as 
the cost of reproduction. 
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Accounts 323, 325, and 326 
General 


The variance in direct labor cost as 
between the respective engineers is 
accounted for as follows: 


Testing house regulators 

Difference in labor gangs and rates 
of pay for installation of regulators 
and meters 


$13,677 


Mr. Burley testified that company 
practice is to test house regulators 
when purchased, and that he under- 
stood that no allowance was made for 
testing by the Commission engineers. 
The remaining difference is accounted 
for in part by the higher rates of pay 
assumed by the company engineers as 
compared to those used by the Com- 
mission engineers, and by the addi- 
tional supervision (foreman) assumed 
by the company engineers which was 
not included in the Commission en- 
gineers’ estimate. A further dispari- 
ty is found in the performances adopt- 
ed, and in the fact that company 
engineers assumed that only 80 per 
cent of the installations would be in- 
stalled on the first attempt because ac- 
cess to premises could not be gained 
and, accordingly, the remaining 20 per 
cent would be installed by a small 
follow-up crew at a higher cost per 
man-hour. The Commission engi- 
neers made no such allowance. 


Labor Performances 


Mr. Burley testified that the com- 
pany engineers’ labor performances 
were determined from estimates made 
by the company’s meter department, 
and that these estimates were checked 
against performances actually achieved 
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by the gas company’s installers and 
were found to agree quite closely. 

Mr. Brockhoff testified that he had 
analyzed records of the gas company 
and, by making a minor adjustment 
to compensate for piecemeal construc- 
tion, determined that company experi- 
ence checked very closely with per- 
formances as adopted in Commission 
engineers’ appraisal. 


Difference in Materials 


Of the $27,092 difference in direct 
material costs, it appears. that $15,344 
is accounted for by sales tax added 
by the company engineers but not by 
Commission engineers; that $2,133 
was caused by difference in material 
prices for which Commission engi- 
neers did not receive quotations, but 
used estimated prices which were too 
low ; and that $755 was caused by use 
of incorrect quotations received by the 
Commission engineers. The remain- 
ing difference in materials, $8,855, is 
not explained. 


Conclusion 


[23] In determining the cost of re- 
production of these accounts, it ap- 
pears that an adjustment should be 
made to provide for the cost of test- 
ing house regulators and for time re- 
quired to make second visit in order 
to install meters. It appears that the 
company engineers’ estimate of 20 
per cent requiring a second call is too 
high, but we are of the opinion that 
a provision of that nature is essen- 
tial and should be included in our find- 
ing. We shall also adjust the Com- 
mission engineers’ appraisal to com- 
pensate for the difference in material 
prices for house regulators on which 
Commission engineers did not obtain 
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quotations, and for the difference jn 
material price for base pressure index 
attached to 500—B metric meters. The 
direct labor overheads have been dis- 
cussed before, as have been labor 
rates. 


Account 327 


This is a small account and it ap- 
pears that $262 of the total differ. 
ence of $338, is in direct charges, and 
$76 in direct overheads, and of the 
$262 in direct charges, $197 is caused 
by a difference in labor estimates. The 
evidence shows that labor perform- 
ances used by the company were the 
same as used for mains and services. 
In view of the fact that we have gen- 
erally adopted the Commission engi- 
neers’ performances for mains and 
services, we shall adopt their estimate 
of cost of reproduction for this ac- 
count. 

Account 329 


The difference in this account is al- 
most entirely caused by the percent- 
ages allowed for material overhead 
costs. We shall adopt the Commission 
engineers’ estimate of cost of repro- 
duction. . 


Summary of Reproduction Costs 


Under the foregoing headings, we 
have set forth our opinion as to the 
cost of reproduction of the various 
accounts for the property used in pub- 


lic service. We realize that a sum- 
marization of the opinions, as listed, 
would result in a total that belies the 
exactness of our judgment. We be- 
lieve that our findings represent a rea- 
sonable degree of refinement for any 
account when considered alone, but 
that that refinement would disappear, 
and that the total would indicate 4 
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false accuracy if the various accounts 
were merely added together. There- 
fore, in order to obviate a cost of re- 
production estimate indicating im- 
possible precision, we shall combine 
our previous opinions and make a 
lump sum finding for all property. 

From a study of the estimates of 
the cost of reproduction of the struc- 
tural items above enumerated and a 
consideration of the adjustments here- 
inabove stated, we find the reproduc- 
tion cost of the property of the St. 
Louis County Gas Company used in 
public service, excluding land and gen- 
eral overheads, to be $8,118,000, as of 
December 31, 1938. 


General Overheads 


[24-29] The engineers are in 
agreement as to the percentages to be 
allowed for the items of engineering 
and superintendence, 5 per cent; pre- 
liminary and organization expenses, 1 
per cent; legal expense, 0.5 per cent; 
administrative and miscellaneous ex- 
pense, 1 per cent. 

For the general overhead item of 
taxes during construction, the Com- 
mission engineers used 0.25 per cent 
which was purely a judgment figure. 
Company engineers used 0.30 per cent 
which was derived by calculating an 
average tax rate based upon taxes paid 
during the year 1939 on a valuation 
assessed June 1, 1938, and by multi- 
plying the rate so calculated by the 
estimated average years of the con- 
struction period which should be 
charged with the tax on the total prop- 
erty acquired during the construction 
period. 

Both groups of engineers used the 
rate of 6 per cent for interest during 
construction, but there is a difference 


in the lengths of construction periods, 
company engineers adopting a 2-year 
construction period as compared with 
an 18-month construction period as 
used by the Commission engineers. 

The allowances as used by both en- 
gineers for preliminary organization, 
legal expenditures, administrative and 
miscellaneous expense, and engineer- 
ing and superintendence will be adopt- 
ed. In our opinion, 0.3 per cent is the 
proper allowance for taxes during con- 
struction for this property, although 
we arrive at this on our own judg- 
ment, since we disagree with the proc- 
ess used by the company. We are 
also of the opinion that an 18-month 
construction period is ample for the 
purpose of calculating interest during 
construction, and that a rate of 6 per 
cent should be used. 

These allowances produce the sum 
of $1,009,000 for general overheads 
and make the cost of reproduction 
new, including land, the sum of $9,- 
198,000 as of December 31, 1938; 
however, the cost of reproduction 
new, including price trends of 
$276,000 and additions of $1,219,000, 
make a total cost of reproduction new 
as of December 31, 1940, of $10,- 
693,000. Price trends, changes subse- 
quent to hearing, and additions, are 
hereinafter discussed. 


VII. Allocation of Property Not Used 
in Public Service 


With the exception of the well un- 
der the cooling tower heretofore men- 
tioned, the respective engineers are in 
rather close agreement as to the pro- 
portion of property that should be 
classified as nonused. There are cer- 
tain differences which require ex- 
planation. 
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A portion of the Shrewsbury tract 
is used not only for gas operations but 
is also used by an affiliated electric 
company and by the Gas Company’s 
merchandising department. The com- 
pany engineers classified $2,035 of the 
land for such purposes, the Commis- 
sion engineers, $2,739. 

Of the portion of the Shrewsbury 
tract located on the south side of the 
Frisco tracks, Burley classified 9.2 
acres on the extreme south end as not 
used in public service, having had that 
portion separately appraised, and set 
forth in his appraisal at market value 
of $11,948. The Commission engi- 
neers classified 9.09 acres,. located on 
the west half of the portion south of 
the tracks, as not used in public serv- 
ice, and calculated a value of $13,635. 

After careful consideration of the 
evidence relating to the Shrewsbury 
site, we are of the opinion that $2,739 
should be considered as used in elec- 
tric or gas merchandising operations, 
and that the tract of land consisting 
of the 9.2 acres at the extreme south 
end, having a fair value (using the 
unit price determined herein) of $9,- 
200, should be considered as not used 
in public service. 

The engineers are in agreement that 
only 41 per cent of the present fair 
market value of the main office site 
should be considered as used in public 
service. They are also in agreement 
as to the proportion of yard improve- 
ments at the Shrewsbury plant to be 
classified as used in public service, al- 
though the amounts involved were not 
comparable in the original reports, but 
we have corrected this in our findings 
previously herein. 

With exception of the items which 
have been mentioned specifically, we 
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shall adopt the Commission’s engi. 
neers’ allocation for property not in 
use. 


VIII, Accrued Depreciation 
General 


The amounts of accrued deprecia- 
tion taken into consideration by the 
respective engineers in the preparation 
of their appraisals are set forth in the 
following tabulation which shows the 
composite per cent condition of the 
property in each account. [Table 
omitted. ] 

In a broad sense, the various engi- 
neers, in preparing their depreciation 
studies, claim to have considered all 
of the factors which are normally 
deemed contributory, but the extent 
and manner in which the relative fac- 
tors were taken into account varied 
widely. 

In general, they based their judg- 
ment opinion upon a consideration of 
physical condition as determined from 
inspection, upon age, probable life, 
obsolescence, and the company’s main- 
tenance practice. Visual inspections 
were made whenever possible, and on 
such items as buildings above the 
ground line, machinery, boilers, pumps, 
etc. 


Accounts 312-320, Inclusive 


[30] To avoid duplication in our 
discussion, it appears desirable to com- 
bine Accounts 312 to 320, inclusive. 

As shown in the following tabula- 
tion, the principal differences are 
found in relatively few items: [Table 
omitted. ] 

Not included in the above table isa 
correction made by Mr. Black in his 
depreciation estimate of plant equip 
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ment wherein he deducted $19,938. 
Of this amount, we estimate that 
$3,450 is applicable to items compris- 
ing the principal differences shown 
above, and that $16,488 should be de- 
ducted from the remainder of the 
group of accounts. Making the ad- 
justment reduces the company’s com- 
posite condition on the remaining 
items from 88.7 per cent to 87.9 per 
cent. 

With certain exceptions, Mr. Black’s 
depreciation of plant equipment was 
premised on the theory that remain- 
ing value of property varies in accord- 
ance with a 4 per cent sinking-fund 
amortization curve. His estimated 
total useful lives for the various units 
were established after consideration of 
the company’s operating record and 
expenditures for maintenance and re- 
pairs. 

As shown above, the difference is 
about 2 per cent (85.7 per cent v. 87.9 
per cent) on the composite of about 
90 per cent of the above accounts. It 
appears that on the items where the 
difference is considerable, it is oc- 
casioned by recognition on the part of 
Mr. Brockhoff of obsolescence which 
was not taken into account by Mr. 
Black. 

For example, Mr. Brockhoff, con- 
tending that some of the water gas 
sets are smaller and more expensive 
per unit capacity than the company 
would now buy, compared the invest- 
ment per unit capacity of Water Gas 
Sets No. 1, 2, and 3, with that of a 
set with a larger capacity, and then 
estimated the depreciation of Sets 1, 
2, and 3 on the basis of a larger and 
more modern set. In view of the lit- 
tle use made of the waste heat boil- 
ers, he concluded that they were obso- 
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lete at their present location and placed 
them in zero per cent condition. For 
the compressors, a procedure similar 
to the one used for the water gas sets 
was followed. 

Mr. Black made no deduction for 
obsolescence. Mr. Allgeier, the com- 
pany’s gas works engineer, testified 
that, although sets 1 and 2 are used 
presently only as standby, changes 
have been made in the sets so that 
their capacity, in reality, is double the 
capacity used by Mr. Brockhoff in his 
obsolescence estimate. He concluded 
that the cost of reproduction per unit 
capacity is actually slightly less than 
that of the No. 4 set used by Mr. 
Brockhoff as a basis of comparison. 
He has inspected the sets and found 
them in very good condition, and 
stated that sets of this size (7 feet 6 
inches) are in common use today. 

Returning to the major premise of 
Mr. Black’s depreciation study, we are 
unable to accept the sinking-fund 
theory as a correct method of measur- 
ing depreciation, although in the in- 
stant case, the difference in result is 
small. We are of the opinion that de- 
ductions for obsolescence should be 
made, but Brockhoff’s deductions ap- 
pear to have been somewhat excessive. 


Mains and Services 


[31] The Commission engineers’ 
depreciation study of mains and serv- 
ices was based largely on a determi- 
nation of the company’s experience of 
the life of pipe; a study of the age of 
various sizes of mains and services 
found in the inventory; an inspection 
of the mains and service pipe at 256 
and 269 locations, respectively, 
throughout the system (most of which 
were joint inspections by Brockhoff, 


49 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


Burley, and Black) ; and a comparison 
of the maximum pit depths in the pipe 
with the original thickness of metal. 
From his age-life study, Brockhoff 
determined the weighted average con- 
ditions for wrought mains and serv- 
ices. Asa result of his inspection, he 
raised his computed condition for 
wrought mains from 64.2 per cent to 
65 per cent. The basis for his esti- 
mate of 85 per cent for cast-iron mains 
is not apparent. He also adopted 65 
per cent for services, although his age- 
life computation showed 62.25 per 
cent. The items of paving and ex- 


cavation permits were placed in the 
same condition as the composite con- 
dition of the account in which they 
were included, for the reason that the 
main or service for which the paving 
or permit was required would eventu- 
ally be retired, and if no depreciation 


were deducted, the full cost would re- 
main in the capital accounts. 

Mr. Burley stated that his deprecia- 
tion study for mains and services in- 
cluded an analysis of the company’s 
past and present maintenance and 
operating policies, an examination of 
the company’s records of replacement 
of mains and services, and a field in- 
spection at several hundred locations 
(joint examinations by Black, Brock- 
hoff, and Burley) well distributed over 
the property. It appears, however, 
that his determinations of deprecia- 
tion were based upon maximum pit 
depths found in the pipe. From the 
measurements made at the time of in- 
spection, average rates of pitting were 
calculated, the average pit depth for 
each size was determined, and in turn 
related to the average wall thickness 
of the respective sizes of pipe. The 
average per cent depreciation of vari- 
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ous sizes of mains was thus computed 
and adopted. 


Mr. Burley’s depreciation study for 
services was determined in like man. 
ner, except that, after having deter. 
mined the weighted average per cent 
condition for all service pipe located 
between main and property line to be 
79.5 per cent, an adjustment was 
made to compensate for that portion 
of the service located between the 
property line and house, which Burley 
contended was in a higher per cent 
condition than was the portion be. 
tween the main and property line. 

Sometime before or after, but ap- 
parently after, the joint field inspec- 
tion of mains and services, Mr. Bur- 
ley learned from a study of the com- 
pany “active leak file,” that the serv- 
ice pipe located between main and 
property line was replaced 2.17 times 
as often as the pipe located between 
property line and house. He then 
concluded that, if the accrued depre- 
ciation in the former portion of the 
service were 20.5 per cent, the accrued 
depreciation in pipe located between 
the property line and the house 
(equivalent to 64.5 per cent of the 
total service length) would be 20.5 per 
cent divided by 2.17 or 9.45 per cent. 
He weighted the above estimates of 
accrued depreciation on the basis of 
the respective lengths found in each 
section. 

That was not his only adjustment, 
however. The use of the 2.17 factor 
resulted in a composite condition of 
86.6 per cent, which he said was ap- 
plicable to labor, pipe, and all items 
which were used only once. He con- 
tended that iron body curb cocks and 
similar items are reused, lasting 
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through two service installations, and 
that cast-iron boxes are in 90 per cent 
condition. Weighting these latter 
percentages with the total, on the basis 
of the amounts involved, resulted in a 
composite condition of 86.86 per cent. 
He finally adopted 86 per cent, which 
was used in his appraisal. 

Burley contended that the cast-iron 
mains in the distribution system are in 
excellent condition and that it is diffi- 
cult to find a method which will “sat- 
isfactorily’ measure the accrued de- 
preciation. He adopted the sinking- 
fund method (4 per cent per annum), 
using an estimated 75-year life for 4- 
inch pipe and 100-year life for larger 
sizes, and rounding the depreciation 
for all cast iron pipe to 95 per cent 
condition. He contended that the con- 
dition of mains and services was un- 
usually good, as was evidenced by 
small amount of lost gas. 

Mr. Burley did not depreciate pav- 
ing, nor permits and inspection fees, 
considering that the paving in his ap- 
praisal was not owned by the com- 
pany, and that it is not the actual 
paving that would be cut if the prop- 
erty were built today. 

Mr. Burley’s depreciation study of 
mains and services was supported by 
Mr. Black, who used the same infor- 
mation, followed the same procedure, 
made the same adjustments, and pre- 
pared an estimate which practically co- 
incides with Burley’s findings. 

Mr. Black criticized Brockhoff’s de- 
preciation study quite severely, con- 
tending that his age-life study and the 
use he made of it in determining per 
cent conditions of the mains and serv- 
ices were in error for the following 
reasons : 


(a) Brockhoff used a straight-line 
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retirement curve which should be an 
S-curve. 

(b) The retirements used in the 
data included those for causes other 
than deterioration, some of which are 
for unusual causes which will not re- 
occur, at least not to the same large 
extent. 

(c) The line of Brockhoff’s graph 
(in determining the life of services) 
was not drawn with reasonable mathe- 
matical accuracy. 

(d) Brockhoff determined the life 
of the larger sizes of pipes, both 
mains and services, entirely from his 
life study of }-inch service pipe, which 
is the weakest pipe in the company’s 
system. 

(e) In determining the per cent 
condition of mains and services, no 
consideration was given for the longer 
life of materials other than pipe. 

(f) In determining the per cent 
condition from his age-life study, 
Brockhoff based it on the average life 
of pipe, including that which has been 
removed, and not on the expected life 
of the pipe that is remaining in the 
system. 

Expending on their contention that 
retirements as have been made in the 
past will probably not occur to the 
same large extent in the future, the 
company introduced testimony to the 
effect that only 25.1 per cent of serv- 
ice replacements were caused by de- 
terioration of pipe, the bulk being 
caused by replacements of mains, 
change in grade of main, and services 
being replaced in advance of paving. 
They also introduced an exhibit show- 
ing, by years, the replacement of 
wrought mains caused by street im- 
provements. Burley admitted that 
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some of the mains which were re- 
placed by reason of street improve- 
ments were in such condition that they 
would have been replaced very short- 
ly had the street improvements not 
been made. 

Mr. A. W. Elbring, a surveyor in 
St. Louis county, testified that, gen- 
erally speaking, the grades of streets 
as they exist today have been estab- 
lished according to a general plan and, 
consequently, there is little likelihood 
for change in the years to come. In 
his opinion, also, street improvements 
have been practically completed. He 
opined that it will be unnecessary to 
replace any considerable footage of 
mains and services due to future 
grade changes or street improvements. 


Conclusions 


With reference to the various de- 
terminations for the condition of serv- 
ices, we note that the Burley’s and 
Black’s “2.17” adjustments, do not 
show consistent policy, especially in 
view of their reliance upon pit-depths 
for the basic determination, and upon 
the company record of replacements 
for the 2.17 adjustment factor. If 
visual inspection is to be preferred, 
the inspections should have been made 
upon the customers’ premises in or- 
der to determine the condition of that 
part of the service. 

In any event, since the company 
record shows that the service pipe lo- 
cated between the mains and property 
lines has been renewed 2.17 times as 
frequently as the pipe located between 
the property line and the house, it then 
follows that in making the field in- 
spection, the pipe which was observed 
was not of necessity worse than the 
pipe located between the property line 
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and house, but in most cases it was 
undoubtedly better. We are not con. 
vinced that any adjustment was neces. 
sary. Furthermore, Brockhoff’s meth- 
od of approach takes this factor into 
consideration without adjustment. 

The company contention that cer. 
tain parts of services may be reused, 
and do not depreciate as rapidly as 
the remaining parts, is a theoretical 
nicety resulting in one-half of one per 
cent increase in the condition of the 
service. On the basis of information 
now available, we doubt the ability of 
anyone to make a depreciation de- 
termination to that degree of refine. 
ment, and note in passing that Bur- 
ley disregarded the effect of the 
change after having calculated the dif. 
ference, adopting in his final report 
the next whole percentage below or 86 
per cent condition, as compared with 
a calculated 86.86 per cent. 

We are fully cognizant of the weak- 
nesses in Brockhoff’s depreciation 
study and agree that if his retirement 
data had been complete, he would have 
probably established an S-curve in- 
stead of the straight line which he 
adopted; that he had determined the 
life of larger sizes from his study on 
a #-inch service pipe; and that in de- 
termining the per cent condition from 
his age-life study, he used the aver- 
age life of pipe including that which 
has been removed, and not the expect- 
ed life of pipe that is remaining in the 
system. We are also aware that the 
retirements used in the data include 
those for causes other than deteriora- 
tion, which is one of the reasons we 
prefer the retirement experience meth- 
od rather than a simple inspection of 
the property. 

It appears that a physical inspection 
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of a small percentage of the. total 
footage involved can hardly be ex- 
pected to serve as a basis for a com- 
prehensive determination of deprecia- 
tion. Although outward appearance 
js important, we are of the opinion 
that a depreciation study which takes 
into consideration the company’s ac- 
tual experience affords a better foun- 
dation for a conclusion than does one 
based on visual inspection alone. This 
applies with special emphasis to prop- 
erty, such as mains and services, 
which is hidden from view, and where 
the inspection at best covers but a 
very limited portion of the inventory. 

It appears fitting for us to observe 
that judging from the resulting esti- 
mates, Burley’s and Black’s studies 
might well have been based exclusive- 
ly on visual inspection. Similarly, 
Brockhoff’s recommendations are 
based almost entirely on age-life stud- 
ies, although the results of his age- 
life calculations were tempered and 
adjusted slightly upward. 

As stated, we are aware of the 
shortcomings and imperfections in 
Brockhoff’s depreciation study, but in 
spite of them, we are of the opinion 
that information of the character as- 
sembled by Brockhoff affords a better 
means of determining accrued depre- 
ciation than does visual observation 
alone. We are not impressed by the 
sinking-fund calculations, and are at 
this time unwilling to accept them as 
the basis of accrued depreciation. 

We, therefore, propose to reduce 
the amount of depreciation deter- 
mined by Brockhoff’s method to com- 
pensate for items improperly consid- 
ered. 

With reference to the accrued de- 
preciation in paving and in permits 
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and fees, we are well acquainted with 
the basis for Mr. Burley’s statements 
that paving is an inventory item which 
is not owned by the company ; that the 
inventories include quantities which 
are no longer in existence; and that 
the quantities included in both ap- 
praisals are considerably less than 
would be required to reproduce. the 
property. The reasons for including 
only the cost of original paving actu- 
ally cut and replaced are well estab- 
lished, and it is unnecessary for us to 
here repeat or defend them. 

Since the life of the investment in 
the cost of cutting and replacing pave- 
ment, and the cost of permits and in- 
spection fees, cannot reasonably be 
considered to exceed the life of the 
main or service involved, it appears 
that the items tend to resemble gen- 
eral overhead items and to attach 
themselves to mains or services and 
depreciate accordingly. We _ shall 
adopt the Commission engineers’ basis 
of depreciating paving actually cut 
and replaced, and the cost of permits 
and fees. 


Account 325—Consumers’ Meters 


[32, 33] Mr. Brockhoff’s determi- 
nation of condition percentages for 
this account was based primarily on 
a straight-line calculation using a 50- 
year life for meters, and an age of 
11.5 years, thus calculating a per cent 
condition of 76.9. The life of meters 
as taken from the company’s con- 
demned meter record was from 0.5 to 
27.4 years, although there were some 
meters purchased in 1904 which are 
still in service thus giving an age of 
the oldest meters of 34 years. In 
view of the fact that these meters are 
rapidly being junked, he concluded 
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that it would indicate a life of about 

35 years for meters. Apparently, he 

used the 50-year life to be conserva- 
Period 


To the end of 1931 
1932-38, inclusive 


tive. He was of the opinion that 
obsolescence was present in the meters 
since the reproduction prices received 
for certain small sized meters were 
the same as the quotations furnished 
for the larger sizes. On the basis of 
his information, Brockhoff adopted 
75 per cent condition. 

The conditions of meters as used in 
the company appraisal was prepared 
by Mr. Black, who claimed that the 
per cent condition of the meters de- 
pends entirely on whether the meters 
are operating within a legal limit of 
a 2 per cent maximum variation from 
the actual amount of gas passing 
through them. As all meters are re- 
moved on a schedule calling for a test 
every seven years, he assumed that all 
meters purchased up to the end of 
1931 have either been retired at the 
end of 1938 or have been overhauled 
and repaired so that they will function 
within the 2 per cent legal limit. He, 
therefore, decided that the accrued 
depreciation existing in all meters pur- 
chased prior to the end of 1931 is 
measured by the investment in that 
portion of them which was retired by 
the end of 1938. To measure depre- 
ciation in the meters purchased subse- 
quent to 1931, he calculated the num- 
ber of meters that would be repaired 
in event all such meters were tested, 
and calculated the total cost of repa»r- 
ing such meters by the use of the aver- 
age cost per meter repaired during the 
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7-year period from 1931 to 1938, jn. 
clusive. His calculation is best set 
forth in the following tabulation: 


Meter Investment 


$430,252 
134,112 


$564,364 


Depreciation 
$40,234 (Retirements) 
10,887 (Estimated cost 
of repairs) 





$51,121 


From the above information, he as- 
sumed that the meter depreciation a: 
the end of 1938 was $51,121! divided 
by $564,364, or 9.06 per cent, and 
that the meter condition was 100 ni- 
nus 9.06 or 90.94 per cent. 

On cross-examination, Mr. Black 
testified that he thought that a meter 
which has been tested and returned to 
service and then operated within the 
2 per cent legal limit is much closer 
to 100 per cent condition than it 
would be to any other figure which 
might be arrived at by life expectancy, 
either by the straight-line or the sink- 
ing-fund basis. 

He further testified that the use of 
a 50-year life and a 114-year age and 
a sinking-fund basis would result in 
a 90.66 per cent condition as com- 
pared with the 90.94, which he deter- 
mined. 

Mr. Black used the cost of repairs 
theory only on meters purchased sub- 
sequent to 1932. He obviously lost 
sight of the fact that meters purchased 
prior to 1932, even though all re- 
paired during the period, 1932 to 
1938, inclusive, are, at December 3], 
1938, half-way along the road to the 
repair shop. In other words, assum- 
ing that the meters are repaired once 
every seven years, then a meter fe- 
paired in 1932 would require check, 
inspection, and repairs in 1939, one 
repaired in 1933 would require second 
repair in 1940, etc. On that basis, 50 
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per cent of the repairs made to such 
meters would have been worn out at 
December 31, 1938. 

The cost of meter repairs for this 
company has shown a rather steady 
increase from $3.71 each in 1932 to 
$5.13 each in 1938. Quite likely the 
cost of repairs at the present rate is 
more truly indicative of the present 
depreciation in the meters than is the 
average for the period. Returning to 
the proposition outlined above, the ex- 
tent to which the repairs are worn out 
is one-half of $5.13, or $2.56 per 
meter, which, on the basis of 50,718 
meters in the inventory, would 
amount to $129,838, and this, when 
compared to the company engineers’ 
cost of reproduction of $498,648, in- 
dicates depreciation in the amount of 
26 per cent. Such a calculation gives 
no consideration to obsolescence, and 
assumes that repairs will restore the 
meter to 100 per cent condition. We 
are unable to accept the latter assump- 
tion. 

We cannot agree that the invest- 
ment in meters retired is a measure 
of the depreciation in meters remain- 
ing on the property. 

It does appear, however, that the 
fluctuations in unit cost of repairing 
meters is an important factor in de- 
termining their depreciation, because 
if this cost becomes excessive, the me- 
ter is obviously in a low per cent con- 
dition and naturally less valuable. On 
the other hand, if after having spent 
a large sum on repairs it can be shown 
that the subsequent unit cost for 
maintenance is reduced, it would then 
be reasonable to conclude that the con- 
dition per cent had been improved. 
But a contrary condition exists on this 
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property—the repair costs have been 
increasing. 

Although we do not concur in 
Brockhoff’s method of determining 
the depreciation, it appears that his 
estimate of condition closely coincides 
with our judgment, 


Depreciable Property (Remaining 
Accounts) 


On the remaining accounts, differ- 
ences appeared to be largely ones of 
judgment, and any issues involved be- 
cause of differences in methods have 
heretofore been discussed. Our find- 
ing of condition for these accounts 
will be taken into consideration in our 
determination for the entire property. 


Conclusion—All Accounts 


After careful consideration of all 
the evidence relative to accrued depre- 
ciation and giving weight to our find- 
ings for the various accounts, here- 
tofore stated, we are of the opinion 
that the composite accrued deprecia- 
tion of all property used in public 
service, exclusive of land, is 18 per 
cent. 


IX. Working Capital 


[34, 35] In determining the pres- 
ent fair value of utility properties for 
rate-making purposes, it has been the 
policy of the Commission to consider 
working capital as one of the elements 
where the evidence substantiates the 
reasonableness and necessity therefor. 
The components of working capital 
consist of an allowance for prepaid 
materials and supplies for conducting 
current operations and repairs, and of 
cash for use in operations in advance 
of collections. 

Materials and supplies and cash 
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working capital are further particu- 
larized under their respective sub- 
headings as follows: 


Material and Supplies 


The Commission engineers includ- 
ed in their appraisal an item of $122,- 
374, as a proper allowance for the 
item of materials and supplies. 


at the hearing and the company de. 
voted approximately 25 pages to the 
discussion in its brief. 

Both the company and the Commis. 
sion accountants submitted recom- 
mendations as at December 31, 1938, 
and December 31, 1940. These rec- 
ommendations are tabulated as fol- 
lows: 


December 31, 1938 


Pi ieee 


Company 
Accountants 


Accountants 


Cash requirements for ordinary operating expenses prior’to col- 


lection from customers 


Special deposits, petty cash, and miscellaneous prepayments 


Cash buffer fund 


$135,547.13 
26,574.90 
25,000.00 


$138,366.72 





$251,421.86 


December 31, 1940 


Commission 


Company 
Accountants 


Accountants 


Cash requirements for ordinary operating expenses prior to col- 


lection from customers 
Cash for current operating expenses 


$157,044.75 


Special deposits, petty cash and miscellaneous prepayments 
Prepayments, special deposits, minimum bank deposits and work- 


ing funds 
Prepaid rate case expenses 


Estimate for unforeseen items and contingencies 


Cash buffer fund 
Total: .. 


The company engineers included 


$126,871 for the same item. The 
company estimate is based upon aver- 
age monthly balances for the year 
ending December 31, 1938, of ma- 
terials and supplies used in gas opera- 
tions, and excluding those used for 
the merchandising department. 

Weare of the opinion that $125,000 
will provide an adequate allowance 
for this item. 


Cash Working Capital 


The evidence supporting the vari- 
ous recommendations for cash work- 
ing capital is quite voluminous. There 
was considerable testimony introduced 
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36,685.27 





$66,445.54 $265,013.54 


The methods used by the company 
and the Commission accountants in 
arriving at their 1938 recommenda- 
tions were similar. The difference of 
$64,299.83 is found principally in the 
amounts included in the buffer funds 
and the inclusion of an item for pre- 
paid rate case expense by the com- 
pany. 

As stated in the record the Com- 
mission accountants desired to substi- 
tute their 1940 recommendation for 
the one included in Exhibit CA-1 for 
the year 1938. The company’s recom- 
mendation included in company Ex- 
hibit No. 24 is for the same period 
so we shall consider these two recom- 
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mendations only in making our allow- 
ance. 

The company claims that this last 
method used by the Commission ac- 
countants is a radical departure from 
accepted methods while the company’s 
methods follow accepted principles 
used for many years by parties pre- 
senting evidence to the Commission 
on the subject. It is emphasized that 
the Commission has approved their 
method and it is inferred that the two 
Commission accountants introducing 
their respective recommendations were 
in disagreement between themselves. 
As a matter of fact, both methods 
were prepared under the supervision 
of the same accountant. The 1940 
study was prepared principally because 
it was believed that the old method 
was too liberal and did not accurately 
measure cash working capital require- 
ments. A survey of regulatory pro- 
cedure shows that there is nothing un- 
usual in changing the methods used in 
finding an allowance for cash working 
capital. This Commission has made 
allowances based upon balance sheet 
items, arbitrary allowances of one 
month or more of operating expense, 
and upon methods similar to the one 
followed by the company in this case. 
The company itself, in the 1940 rec- 
ommendation, includes an item which 
by its own admission is an allowance 
which has not been made in previous 
cases. 

The company states the amount of 
cash working capital is accurately 
measured by the amount of operating 
expenses to be prepaid by the com- 
pany and then claims $157,044.75 is 
the amount of cash required for ordi- 
nary operating expenses prior to col- 
lection from customers. No evidence 
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was presented that this amount repre- 
sented the actual amount of prepaid 
operating expenses in advance of col- 
lection from customers or that the 
actual use of funds in this amount 
was necessary. The study discloses 
that this figure is based upon 50.793 
days of operating expenses, after cer- 
tain deductions but no claim is »made 
that all of these operating expenses 
required actual cash disbursements 
prior to collection. It may be pre- 
sumed the company’s recommendation 
is based upon the theory that all oper- 
ating expenses are paid in cash as soon 
as incurred and that no collections are 
made until 50.793 days after the serv- 
ice is rendered. The evidence discloses 
this is not true. 

The Commission accountant’s rec- 
ommendation is based upon studies 
which developed the actual daily ex- 
penditure of cash for operating ex- 
penses, the daily collections of cash 
earned by the operations and the daily 
balance expended for operating ex- 
penses which had not been recovered 
by the collection of the related reve- 
nue. The study definitely shows the 
amount of cash in service each day 
and the amount on which the com- 
pany is entitled to earn a return for 
that particular day. Cash expendi- 
tures and cash collections, in this 
study, were both used to arrive at the 
recommended allowance, something 
the company’s study failed to do. 

An allowance for special deposits, 
petty cash, and miscellaneous prepay- 
ments was recommended by both the 
company and the Commission ac- 
countants. In addition, the Commis- 
sion accountants recommended an al- 
lowance for minimum bank deposits 
required to be maintained in nine out 
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of the twelve banks with which the 
company did business. 

The company’s recommendation in- 
cludes a claim for prepaid rate case 
expense amounting to $48,689.74 
which is based upon the 10-year aver- 
age of the unamortized cost of the 
appraisal and audit in this case. 
Should we allow this claim the com- 
pany will not only be reimbursed for 
all expenditures made in connection 
with this case but will also be receiv- 
ing a return upon the money so ex- 
pended. 

Regarding the company’s claim for 
a buffer fund of $40,000 the investi- 
gation failed to reveal the necessity 
for an allowance of this nature and 
there was no evidence presented at the 
hearing showing that the company in 
its experience had required such a 
fund. Figures were submitted per- 


taining to cash balances in banks in 


justification of this claim. This, in 
our opinion, does not substantiate an 
allowance of this size and we believe 
the provision included by the Commis- 
sion accountants for minimum bank 
deposits covers the requirements and 
is more in line with the actual facts. 
While the Commission accountants’ 
recommendation does not include a 
buffer fund an allowance of $7,000 
was included for unforeseen items and 
contingencies. 

The company’s brief contains dis- 
cussion of the objections to the Com- 
mission accountants’ method of com- 
putation, which may be summarized 
as follows: 

I. Failure to consider maximum 
cash expenditures and amounts held 
idle in banks as a measure of the cash 
amount on which a return should be 
allowed. 


II. Omission of expenditures per- 
taining to operating expenses for sub. 
sequent periods from the amount of 
cash expended daily. 

III. Failure to include an allowance 
for material and supplies issued from 
stock for use in operations. 

IV. Omission of an allowance for 
a buffer fund. 

We shall discuss each of the above 
objections as follows: 

I. The company asserts that the 
Commission accountants’ theory does 
not contemplate allowing the company 
to keep on hand sufficient cash for its 
actual expenditures. It was shown 
from the testimony, referring to Com- 
pany Exhibit A, that on a particular 
day the company had expended $32. 
655.16 of which only $44.84 had been 
collected yet the allowance, as shown 
by the study, was $15,462.14. 

If cash is required such requirement 
will be proved by the fact that it is 
used. If it is never used it is never 
needed. The Commission account- 
ants studied the records of a period 
for which operations were completed 
and for which expenditures had been 
made and revenues collected. The re- 
quirements of cash, and the date of 
such requirements, were a matter of 
record and from this record the data 
concerning expenditures was taken. 
No possible requirement of cash af- 
fecting this period had to be estimated 
nor did the source of such cash have 
to be considered. The company makes 
no claim of error in the expenditures 
for the period studied. It is true that 
on particular days more cash was used 
than was allowed. It is also true 
(Company Exhibit A) that out of the 
69-day period studied, the balance of 
expenditures uncollected on sixty-one 
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days was less than the recommended 
allowance. The amount recommend- 
ed will result in compensating the 
company for use of its funds in the 
maximum as well as in the minimum 
amounts for the period of time in use. 

II. The second major point of con- 
troversy deals with the exclusion of 
expenditures for subsequent periods 
from the amount of cash expended 
daily. The inclusion of expenditures 
for operating expenses for subsequent 
periods and the exclusion of cash col- 
lections pertaining to prior periods 
has merit for a new company without 
business attached but that position is 
theoretical and not applicable here be- 
cause the company is now a going 
concern. We believe the results ob- 
tained from a study of the expendi- 
tures and collections pertaining to the 
period selected, adjusted for seasonal 
and other variations, as was done in 
this study is reasonable. 

III. The company contends the 
Commission accountants were in er- 
ror in not including in their figures the 
cost of material and supplies actually 
consumed and used in daily operations 
during the period studied. We believe 
the recommendation for material and 
supplies previously included is suf- 
ficient to provide a return on all ex- 
penditures for the prepayment of ma- 
terial and supplies. 

IV. The failure of the Commission 
accountants to include an allowance 
for a cash buffer fund is cited by the 
company. As previously stated, the 
only reason advanced for this allow- 
ance was the large cash balances main- 
tained in several banks. The Com- 
mission accountants made provision 
for minimum deposits in nine out of 
twelve banks where deposits are main- 
(8] 
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tained. The three banks excluded 
were those banks in which the surplus 
funds are deposited. These funds are 
available for the payment of interest 
on bonds, dividends on stocks, and for 
general cash purposes. The average 
balances are so large the minimum de- 
posit requirements are always exceed- 
ed. We fail to see in these deposits 
a justification for a buffer fund allow- 
ance and agree with the Commission 
accountants in ignoring these banks 
in calculating the requirements for 
minimum bank deposits. 

The company states“ . . if 
cash may not be considered working 
capital until actually expended, then 
neither may materials and aig 
There is no difference 
There is a vast difference eee 
cash and material and supplies. Cash 
may be used for investment and may 
earn a return from other than utility 
operations. It may be loaned at in- 
terest, or may be invested in securi- 
ties, or earn interest while on deposit. 
On the other hand materials and sup- 
plies while in stock do not create reve- 
nue and are subject to depreciation. 


In considering an allowance for 
cash working capital, it is generally 
recognized that cash should be avail- 
able to pay operating expenses as the 
need arises, and that material and sup- 
plies should also be available to meet 
operating requirements. 

There are a number of expenses 
which do not require working capital, 
and provision is made for the ultimate 
payment of such expenses by the crea- 
tion of reserves. There is no working 
capital required for taxes, interest on 
long-term obligations, and other needs 
which are provided for by the collec- 
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tion of revenues from the customers 
well in advance of the dates of pay- 
ment. Customers deposits for guar- 
anty of bills also supply a substantial 
amount of cash. Thus, in addition to 
the cash working capital allowed in a 
rate case, the company has the use of 
large sums of money furnished by the 
customer before such sums are actual- 
ly needed for disbursement. 

We have carefully considered all of 
the evidence presented and it is our 
opinion that the amount of cash work- 
ing capital to be allowed can be more 
accurately determined by the use of 
methods which take into account ac- 
tual experience in the disbursement 
and collections of cash than is possi- 
ble by the use of methods heretofore 
presented. We believe an allowance 
of $66,445.54 for cash working capi- 
tal will adequately compensate the 
company for the use of cash devoted 
to gas operations and we shall adopt 
this sum as the proper allowance. 


X. Going Value 


[86] The company contended its 
system has an added value over and 
above the component parts compris- 
ing the physical property which it 


termed going value. According to a 
company’s witness going value is in- 
herent in a company which has an 
assembled and established plant and 
is doing business and earning money; 
where its past operations clearly re- 
flect the excellence of service and the 
low cost per unit of service in com- 
parison with results attained by oth- 
ers; where conditions affecting per- 
formance give dependable assurance 
of future growth and capacity to earn 
net returns at relatively low rates ; and 
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where its financial history and its ex. 
isting financial conditions together 
with an efficient personnel, give assur- 
ance of its ability to successfully con. 
tinue filling the service needs of its 
territory. It was specifically stated 
that with respect to each of these fac. 
tors the company is in an excellent 
position, and considering the allow- 
ances made to other utilities in this 
state and elsewhere generally, request- 
ed $1,000,000 for going value to be 
attached to its entire used and useful 
property. 

The company’s witness stated that 
his recommendation of $1,000,000 
was a judgment figure derived from 
a consideration of all material facts 
but admitted that no uniform rate can 
be set as a reasonable allowance for 
all companies. His testimony includ- 
ed a tabulation of all cases in which 
the Commission has made a separate 
allowance for going value. In these 
cases, the Commission’s allowances 
have approximated 7.5 per cent. 

The Commission’s staff made no 
estimate of the amount to be allowed 
for going value, nor did they make a 
recommendation relative thereto. 

The Commission is of the opinion 
this intangible element should be con- 
sidered in finding the present fair 
value of the property devoted to pub- 
lic service. In recent cases the Com- 
mission has considered this element in 
arriving at the present fair value of 
property but made no separate allow- 
ance therefor (Public Service Com- 
mission v. Kansas City Power & 
Light Co, [1939] 24 Mo PSCR 59%, 
664, 30 PUR(NS) 193). We see no 
reason for deviating from this prac 
tice. 
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XI. Changes Subsequent to Appraisal 


Subsequent to the appraisal and be- 
fore the hearing, prices moved up- 
ward somewhat. The Commission 
engineers estimated an increase of 2.7 
per cent in the cost of reproduction 
as compared with a 3.5 per cent in- 
crease estimated by company engi- 
neers. It must be remembered that 
Commission engineers’ estimated in- 
crease reflects new regulations promul- 
gated by the state auditor for the 
collection of sales tax on all pur- 
chases, regardless of where purchased. 
This tax payment was considered by 
company engineers in their 1938 ap- 
praisal, so the 3.5 per cent increase 
was in addition to tax changes. In 
addition, the company claimed in- 
creases Of 5.4 per cent for materials 
and supplies, and approximately 8 per 
cent for cash working capital. The 
company also contended for increased 
land values not reflected in company 
engineers’ Exhibit 31, which sets 
forth their estimates of price changes. 

According to Commission Ac- 
countants’ Exhibits 1 and 2, net ad- 
justed additions and betterments of 
property used in public service for the 
interim period, 1939 and 1940, were 
$1,219,378.49. A study of Commis- 
sion accountants’ working papers 
shows gross additions amounting to 
$1,344,710.12 and retirements in the 
amount of $106,047.01. The latter 
amounts are before allocation to other 
departments and to Not in Use. 


During the same interval of time 
the following nonrefundable custom- 
ers’ contributions were made: 


$40,425.56 
50,698.19 


$91,123.75 


115 


Similar statistics for additions, re- 
tirements, and customers’ contribu- 
tions for the years, 1941 and 1942, 
will be set out later in this report. 

Although the record does not dis- 
close the amount, we are well aware 
that at December 31, 1940, deprecia- 
tion over and above that estimated for 
December 31, 1938, had accrued and 
was present in the 1938 property re- 
maining at December 31, 1940. Al- 
though retirements generally tend to 
remove the property involving rela- 
tively high amounts of accrued depre- 
ciation, the retirements during 1939 
and 1940 were but 1.25 per cent of 
the depreciable property and are thus 
hardly enough to offset the probable 
increase in accrued depreciation. The 
very marked increase in the plant ac- 
count, about 15 per cent, has brought 
into the picture considerable property 
on which little or no depreciation has 
accrued. We are of the opinion and 
find that the composite condition of 
the property used in public service at 
December 31, 1940, was the same as 
found for December 31, 1938. 

In our finding of fair value at De- 
cember 31, 1940, we shall take into 
consideration the additions and retire- 
ments occurring since the date of the 
appraisal, a proper provision for an 
increase in costs subsequent to the 
date of appraisal or of construction, 
the accrued depreciation at December 
31, 1940, a proper allowance for 
working capital, the change in amount 
of customers’ contributions, and all 
other factors normally considered in 
determining fair value. 


XII. Present Fair Value 


In the foregoing chapters of this 
report we have recited the evidence 
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concerning the fair market value of 
the company’s lands, the original cost 
of the property other than land, the 
cost of reproduction and the general 
overheads, the accrued depreciation in 
the used and useful property, the al- 
location of property used and not used 
in public service, the additions and 
betterments and price trends from the 
inventory date to December 31, 1940 
and working capital requirements. 
Having given consideration to all of 
these factors and taking into consid- 
eration that the property is a going 
concern with business attached, neces- 
sary records and trained personnel, we 
are of the opinion that the fair value 
of the property, tangible and intangi- 
ble, used and useful in public service 
at December 31, 1940 is $9,000,000. 


AIII. Annual Depreciation Require- 
ment 


Company Exhibit No. 20 sets forth 
the annual depreciation expense esti- 
mate prepared by Mr. Harold W. 
Ross, the company’s valuation audi- 
tor. This estimate is based on the 
retirement experience of the company 
during the peroid 1918-1938, during 
which time a composite depreciation 
accrual of 2.44 per cent has made suf- 
ficient provision to absorb the prop- 
erty retirements (1.17 per cent per 
annum of depreciable plant invest- 
ment), and to create a reserve bal- 
ance at December 31, 1938, equivalent 
to 14.42 per cent of the depreciable 
plant investment. Ross stated that 
this reserve balance compared favora- 
bly with the existing accrued deprecia- 
tion at December 31, 1938, as deter- 
mined by company engineers, and as 
shown in company engineers’ Exhibit 
No. 1. In preparing his calculations, 
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the charges for property retirements 
were adjusted to include removal costs 
aggregating some $44,463, which, 
prior to January 1, 1932, the effective 
date of revised Uniform System of 
Accounts, were charged to mainte. 
nance expenses. He was of the opin- 
ion that past retirement experience 
over a sufficiently representative pe- 
riod, coupled with a determination of 
depreciation which has accrued to date 
but has not resulted in retirements and 
with proper consideration of any 
probable changes in future conditions 
as compared with past, constitutes a 
sound basis for estimating deprecia- 
tion provision. He recommended a 
rate of 2.5 per cent of the depreciable 
plant investment. 

The record shows that the Com- 
mission engineers’ recommendation 
was based upon a somewhat similar 
theory. Mr. S. B. Nelson, Commis- 
sion’s chief engineer, testified that the 
Commission engineers’ study indicat- 
ed that if an annual allowance of 3.3 
per cent of the depreciable property 
had been set aside for the period De- 
cember 31, 1918 to December 3], 
1938, the amount of money accrued 
would have provided for the material- 
ized depreciation, and would also have 
provided a reserve sufficient to offset 
the accrued depreciation as determined 
by the Commission engineers. He 
recommended that the company be al- 
lowed to set aside annually, the sum 
of $270,000, plus 3.25 per cent of the 
net additions of depreciable property 
installed subsequent to December 31, 
1938. He further testified that an- 
nual depreciation allowance and the 
per cent condition of the property are 
intimately related, and that any 
change made in the one should be re- 
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fected in the recommendation made 
for the other. In other words, had 
the Commission engineers found a 
higher per cent condition of the prop- 
erty, he would have recommended a 
lower annual depreciation allowance. 

Annual reports to this Commission 
indicate that the company has been ac- 
cruing to its depreciation reserve sums 
which are 14 per cent of the operat- 


ing revenues, minus actual mainte- . 


nance charges. We disapprove of this 
method, and note that, beginning with 
the year 1942, the company has aban- 
doned it. 

The underlying bases of both rec- 
ommendations now before us are 
practically in accord, and also conform 
to procedure heretofore followed by 
this Commission in establishing an- 
nual depreciation allowances. We are 
of the opinion that Ross was correct 
in making an adjustment in order to 
reflect removal costs for which the 
depreciation reserve must now pro- 
vide, but in other respects we will 
adopt the Commission engineers’ cal- 
culation, after adjustment to compen- 
sate for the change in accrued depre- 
ciation hereinabove adopted. Recal- 
culation of company experience, tak- 
ing into consideration $44,463 in re- 
moval costs, and a composite accrued 
depreciation of 18 per cent results in 
experience of 2.66 per cent over the 
period 1919-1938, inclusive. After 
careful consideration, we are of the 
opinion that $257,000 per annum is 
sufficient to provide for annual depre- 


Operating Revenues and Expenses— 
Year Ended December 31, 1940 
Operating revenues 
Operating expenses (excluding depreciation) 


Net operating revenues available for depreciation 


and return ..... ees 


ciation at December 31, 1940, and that 
to this amount should be added 2.7 
per cent of the net additions to pro- 
vide in subsequent years for change 
in the property. 


XIV. Operating Revenues and 
Expenses 


The Commission accountants and 
the company both submitted audited 
statements of operating revenues and 
expenses for the years ended Decem- 
ber 31, 1938 and December 31, 1940. 
For the year ended December 31, 1938, 
the relative exhibits are Commission 
Accountants’ Exhibit CA-1 and Com- 
pany Exhibit 18. For the year ended 
December 31, 1940, the relative exhib- 
its are Commission Accountants’ Ex- 
hibit CA-2 and Company Exhibit 24. 
As the finding by the Commission in 
this case will be fixed as at December 
31, 1940, the operating revenues and 
expenses to be considered are those 
for the year ended December 31, 1940, 
and we shall confine our discussion to 
the two exhibits and the evidence con- 
cerning that period. 

The following table summarizes 
the findings of the Commission ac- 
countants and the company for the 
year 1940 and shows the differences 
in the two audits. We shall consider 
here only the revenue and expense 
accounts applicable to a finding of the 
net operating revenues available for 
depreciation and return as the proper 
allowance for depreciation has been 
discussed in another chapter of this 
report. 

PS. ; 


Accountants’ 
Ex. CA-2 


$2,450,143.68 
1,642,486.23 


$807,657.45 


Company 
Exhibit No. 24 Difference 
$2,450,143.68 
1,665,199.85 


$22,713.62 


$784,943.83 $22,713.62 
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It will be observed that the differ- 
ences between the audits of the Com- 
mission accountants and the com- 
pany result in a difference in the 
amounts included in operating ex- 
penses of $22,713.62. We shall limit 
our discussion to the various items 
constituting the difference in the two 
audits. 

These differences are confined to 
five items which may be tabulated as 
follows: 


$7,632.35 
2,191.14 


1,820.34 


I. Federal capital stock tax .... 
II, Advertising costs 
III. New York office payroll social 
security taxes 
IV. Rentals for facilities of Union 
Electric Company of Mis- 
souri jointly used by the 
company 10,906.37 
163.42 
$22,713.62 


The respective differences will be 
discussed as follows: 
[37] I. The first item, amounting 


to $7,632.35, represents the amount 
of the Federal Capital Stock Tax for 
1940, which was disallowed as an 
operating expense by the Commission 
accountants. 

The Commission accountant stated 
that the corporation’s control of the 
taxes indicated that it was the intent of 
the act to levy the taxes upon the 
stockholders and cited in support of 
his action a decision of the New York 
Commission, Case No. 7606, Re 
Yonkers Electric Light & P. Co. 
which says, among other things: 
“The capital stock tax is a Federal 
tax computed by the company upon the 
stated value of the capital stock plus 
surplus and the retirement reserve. 
Thus it appears that the tax is really 
a tax upon the stockholder and not up- 
on the property. If all the earnings 
had been distributed in dividends, the 


tax would be less; if no dividends are 
declared but a large surplus accumula. 
ed, the tax will be increased. These 
facts indicate that from its nature 
the tax is not one which the consumer 
ought to be called upon to bear.” 
(PUR Digest [Supp A] p. 723.) 

The company admits that while jt 
could have avoided payment of the 
tax in question by exercising its option 
to declare the value of its stock at 
zero, the company would then have 
been required to pay additional Fed- 
eral income taxes, which would have 
resulted in a total tax bill in excess 
of the amount paid. The company 
states that the act itself implies that 
the tax is imposed upon the corpora- 
tion itself and not upon the stockhold- 
ers. 

While we are aware that the exclu- 
sion of this tax from operating ex- 
penses is a highly controversial sub- 
ject we believe the action taken by 
the Commission accountant was cor- 
rect and in accord with sound regula- 
tion. The company in its exception 
to the disallowance of this tax injects 
another tax, the excess profits tax, into 
the discussion. Although these two 
taxes are closely related, they are 
separate levies and the amount of 
capital stock tax is definitely controlled 
by the stockholders. The capital stock 
tax is not upon the property being 
considered by the Commission for 
rate-making purposes in this case, 
neither is it a tax upon the revenue 
that produces a return upon such prop- 
erty. 

We shall not reinstate the Federal 
capital stock tax eliminated by the 
Commission accountants. 

[38] II. The second item of differ- 
ence amounting to $2,191.14, is the 
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result of the difference in allocation 
of the cost of certain advertisements 
between new business expense and 
merchandising expense. The Com- 
mission account allocated these costs 
on a space basis, while the com- 
pany allocated 50 per cent of the costs 
to new business expense and 50 per 
cent to merchandising expense. The 
company admitted that their alloca- 
tion was not based upon any mathe- 
matical formula but upon a_ basis 
which, to the company, seemed fair to 
all concerned. 

We believe the method of alloca- 
tion used by the Commission account- 
ants is just and shall not reinstate 
any portion of their elimination. 

III. The company conceded that the 
Commission accountants’ elimination 
of $1,820.34 of New York office pay- 
roll and social security taxes is cor- 
rect for the reason that the salaries 
in question are no longer paid by the 
company. 

[89] IV. The next item of differ- 
ence, amounting to $10,906.37, rep- 
resents computed, or theoretical, rent- 
als for certain facilities belonging to 
Union Electric Company of Missouri 
which are used by the company. The 
Commission accountants state that 
they did not allow this item in operat- 
ing expenses for the reason that the 
company had failed to record in its 
books and records a sum representing 
these rental charges. They also agree 
that there might be a basis for this 
charge because in Case No. 7593, 17 
PUR(NS) 337, the property of 
Union Electric Company of Missouri 
devoted to the use of the company 
was deducted from the rate base and 
the Commission indicated its approval 
of the payment by the company to 


Union Electric Company of Missouri 
of a rental for such property. The 
company admits that these rentals 
have never been actually paid or 
placed in their books. 


We have carefully considered the 
evidence offered and the arguments 
presented by the company. We are of 
the opinion that the allowance of this 
claim would be improper. It may be 
assumed that the officers of the com- 
pany exercised proper discretion in 
their managerial capacity as to what 
constituted an operating expense. 
Since the affiliated companies, under 
a common management, have never 
required either company to record the 
rentals of the property or include them 
in income tax returns, or profits, the, 
allowance of the claim solely for the 
benefit of the company, in this case, 
does not appear reasonable. The 
amount will not be allowed as an 
operating expense. 

V. This final difference of $163.42 
results from the allocation of taxes on 
lands at the Shrewsbury plant which 
are partially used and partially not used 
in public service. The Commission 
accountants allocated taxes on Shrews- 
bury lands in accordance with per- 
centages determined by Commission 
engineers while the company allocated 
such taxes on the basis of percentages 
supplied by their engineers. In an- 
other chapter of this report we have 
reviewed the evidence concerning the 
proper allocation of land at the 
Shrewsbury plant. On the basis of 
our findings in that chapter the taxes 
on lands allowed by the Commission 
accountants in operating expenses 
should be increased $157.90. Ac- 
cordingly, we shall make this adjust- 
ment. 
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Miscellaneous Adjustments 


In the foregoing discussion we have 
considered all of the differences relat- 
ing to operating revenues and expenses 
disclosed by a comparison of Com- 
mission accountants’ Exhibit CA-2 
and Company Exhibit No. 24. There 
are three other items to be considered 
which affect operations that are cov- 
ered by other exhibits and testimony. 


Refunds of Insurance Premiums 


A company witness testified that 
since the 1940 audit made by both 
the Commission accountants and the 
company, refunds of insurance premi- 
ums amounting to $195.80, applicable 
to 1940 operations, had been received. 
These refunds reduce insurance ex- 
pense for the year 1940, and are there- 
fore a reduction in operating expenses. 
We shall adjust 1940 operating ex- 
penses by this amount. 


New Retirement Plan—E ffective 
January 1, 1941 


[40] A retirement plan for com- 
pany employees has been adopted, ef- 
fective January 1, 1941, which pro- 
vides retirement income for all em- 
ployees who join the plan and make 
monthly contributions thereunder. 
According to estimates made by 
actuaries of the insurance company 
which is underwriting the plan the 
net increase in operating expenses re- 
sulting therefrom will amount to $15,- 
282.62 annually. 

It is true that this increased operat- 
ing item does not affect the period 
of our audit as the increased expense 
did not begin until after the close 
of the audit period. On the other 
hand, we believe this added expense 
should be given consideration in our 
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findings. No testimony was intro. 
duced questioning any of the com. 
pany’s claims therewith. We believe 
operating expenses should be adjust. 
ed to cover this definite future te. 
quirement and provision therefor wil 
be made. 


Adjustment of Operating Revenues 
and Expenses for the Year 


Normal Weather Conditions 


The company introduced an exhibit 
(Company Exhibit 29) purporting to 
show that the year 1940 was nota 
normal operating year. It is stated 
that the company’s rates should not 
be based on an abnormally mild year 
nor an abnormally cold year, but 
should be based, if possible, on normal 
temperature conditions. The com- 
pany adjustments in this exhibit re. 
sult in a reduction in operating reyv- 
enues of $85,215.34 and in operating 
expenses of $52,594.14, or a’ net re- 
duction in net operating revenues of 
$32,621.20. 

The Commission agrees that weath- 
er conditions would affect operating 
revenues and expenses of a company 
engaged in the distribution and sale 
of gas for house-heating purposes. 
We believe there are also various 
other factors affecting revenues and 
expenses, including economic condi- 
tions and growth of the territory that 
have not been considered. To attempt 
to pick out this one factor and make 
adjustments in operating revenues and 
expense, by mathematical formula, 
appears to us distinctly hypothetical. 
Moreover, it is possible that extreme 
cold weather may prevail in the next 
few years. 

We shall not attempt to adjust the 
1940 operating revenues and expenses 
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on the basis of the evidence presented 
by the company. 


Conclusion 


Summarizing our findings for 
operating revenues, operating ex- 
penses, and net operating revenues 
available for depreciation and return, 
applying in the manner indicated all 
the items hereinbefore discussed, we 
have the following : 


$2,450,143.68 
1,657,730.95 


Operating revenues ’ 
Operating expenses (excluding 
depreciation ) 


Net operating revenues available 
for depreciation and return .. $792,412.73 
257,000.00 


$535,412.73 


Less annual depreciation 


Available for return 


XV. Rate of Return 


[41] The principles governing the 
determination of a fair rate of return 
are well established. Under the law 
a public utility corporation is entitled 
to charge rates for service that will 
produce, over and above reasonable 
operating expenses including deprecia- 
tion, a fair rate of return upon the 
present fair value of the property de- 
voted to public services. 

The record contains evidence con- 
cerning the various factors which must 
be weighed and considered in arriving 
at a determination of a fair rate of 
return in this case. Consideration 
should be given, among other things, 
to security yields, safety of invest- 
ment, stability of business, and to all 
other relevant factors. The resulting 
trate of return should be one which, 
when considered in the light of past, 
present and probable future conditions, 
will not cause an injustice to the own- 
ers of the property, or to the consum- 
ers that pay for service. 


We have examined the evidence 
presented by the company supporting 
their claim for a rate of return of not 
less than 7 per cent and agree that 
certain of the arguments in support 
thereof have merit. Considering all 
angles of the question, however, we 
are convinced a rate of return of 64 
per cent on the present fair value of 
the company’s property devoted to 
public service will enable it to render 
satisfactory service to the consumers 
and provide reasonable protection to 
its investors. 


XVI. Conclusion 


On the basis of the fair value of 
$9,000,000, as established herein for 
the used and useful property as of 
December 31, 1940, and applying the 
64 per cent rate as also determined by 
us, it appears that the company’s al- 
lowable return of $585,000 is slightly 
larger than the actual return of $535,- 
000 which was earned in the year end- 
ed December 31, 1940. 

We have been cognizant of the 
rapidly fluctuating economic situation 
during the past two years and have 
been reluctant to express our opinion 
or adopt a finding in this case without 
the advantage of some actual ex- 
perience under war conditions. For 
that reason, we have held the matter 
under consideration beyond the time 
normally required for that purpose in 
order to determine whether this case 
should be reopened and new hearings 
had. We are now satisfied that the 
record as it is before us contains ade- 
quate information for a reasonable 
forecast of the future, and that we 
can base our findings upon it without 
injustice to either the public or the 
company. It seems pertinent, how- 
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ever, to set out certain information 
from the sworn annual reports filed 
by the company with the Commission 
for the years, 1941 and 1942, which 
sustain this conclusion. 

In these reports we find that the 
growth of the property since 1940 is 
indicated by the following: 


Additions 


$638,456 
518,008 


Year 


1941 
1942 2. 


Retirements 
$84,618 
82,091 


records are partially due to war ae. 
tivities, an important feature is the 
marked increase in population which 
has taken place during the past few 
years in the territory served by the 
company. To whatever extent this 
latter factor has contributed to the in. 
crease in business, it is expected that 


Net 
Additions 


$553,838 


Customer’s 
Contribution Net 


$52,328 1,51 
— 435,917 30,446 ssa 





$1,156,464 


We note also that, while operating 
expenses have increased under war 
conditions, revenues have increased 
to a greater extent so that the net re- 
turn has shown an upward trend. 
The figures are: 

1941 1942 


«+ $2,455,816 $2,748,770 
1,949,734 2,164,605 


$506,082 $584,165 


Operating revenues 
Operating expenses ... 





Net per books .. 


Modifying the net available for re- 
turn as shown by the books to bring 
them into alignment with our findings 
herein with respect to revenues and 
expenses, and further correcting to 
provide for proper depreciation as set 
out above, results in the following 
adjusted amounts available for return: 


ocee Pivabescvoustwetwsscesecs aU UeOe 
$599,000 


In general it may be said that the 
year, 1942, saw this company reach 
an all-time high in number of custom- 
ers, amount of gas sold, and revenues 


from sale of gas. While these new 


$166,709 


$989,755 $82,774  $906.981 


the increase will be of a permanent 
nature. 

It appears, however, that this 
growth in business has required suff- 
cient additional investment in prop- 
erty to result in a rate of return 
which is approximately the same as 
that which obtained in 1940. The ex- 
perience of the past two years, there- 
fore, has not altered the basic facts to 
an extent justifying new hearings, and 
we feel that we are on firm ground in 
determining this case upon the record 
before us. 

The Commission will continue its 
observations of this utility in order 
to keep advised of the effect of the 
war impact on operating results. 

The Commission is of the opinion 
and finds, that the actual earnings of 
the St. Louis County Gas Company 
are so nearly in conformity with the 
allowable earnings as to make a rate 
modification unfeasible, and that no 
change in rate schedules should be 
made at this time. 
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WHITEHALL v. ROE 


MONTANA PUBLIC SERVICE COMMISSION 


Town of Whitehall 


Meredith Edna Roe et al. 


[Report and Order No. 1808, Docket No. 3410.] 


Municipalities, § 3 — Powers — Legislative authority. 
1. A city or town has only such authority as is conferred upon it by ex- 
press legislative declaration or necessary implication, and where there is a 
fair and reasonable doubt as to the existence of a legal power, it must be 
resolved against the municipality and the power denied, p. 125. 


Municipal plants, § 18 — Powers of municipality — E-xtraterritorial extensions. 
2. A town had no authority in 1918 to extend service to persons outside of’ 
the corporate limits, in view of paragraph 79 of § 3259, Revised Codes of 
Montana, 1907, authorizing municipalities to secure a supply of water only 
“for the use of a city or town or its inhabitants,” p. 125. 


Municipal plants, § 18 — Powers of municipality — Extraterritorial extensions. 


3. Authorization, by statutory amendment, for extensions of water service 
by a municipality to any factory or other industry located outside of cor- 
porate limits, provided delivery of water for the use of such industry is 
made within or at the boundary line of corporate limits, does not permit 
a town to furnish service through its own mains to dwellings outside of 
corporate limits, p. 127. 


Municipal plants, § 14 — Powers of Commission. 
4. The Commission has no authority or jurisdiction to compel a municipality 
to do something which it cannot legally do, nor has it authority to prevent a 
municipality from discontinuing a service which it is not authorized by law 
to perform and has no duty to perform, p. 127. 


Municipal plants, § 11 — Jurisdiction of Commission — Unlawful extraterritorial 
service — Abandonment — Operation at a loss. 
5. The Commission has no jurisdiction or power either to compel a town 
to furnish water service to dwellings beyond corporate limits or to prevent 
it from discontinuing such service when the service is unauthorized by 
statute and operation is and will be conducted at a loss to the town and its 
taxpayers, p. 127. 


Municipal plants, § 11 — Constitutional limitations — Operation at a loss. 


6. Commission action to compel a town to operate a water extension beyond 
corporate limits at a loss would deprive the town and its taxpayers of prop- 
erty without due process of law, contrary to the Fourteenth Amendment to 
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the Constitution of the United States and § 27, Art. 3, of the Montan 


Constitution, p. 127. 


[June 11, 1943.] 


OMPLAINT by municipality against water consumers beyond 
& corporate limits for the purpose of obtaining order direct- 
ing municipality to cease operation of extension; jurisdiction 

of Commission disclaimed. 


APPEARANCES: Philip C. Duncan, 
Attorney, Whitehall, for the town of 
Whitehall; Emma M. Arnold, White- 
hall, for herself and Hugh T. Naugh- 
ton; Harry C. Alley, Attorney, White- 
hall, for all the other above-named de- 
fendants; Enor K. Matson, Counsel, 
for the Board. 


By the Commission: The town of 
Whitehall filed a complaint with the 
Public Service Commission of Mon- 
tana alleging: That it is a municipal 
corporation incorporated under the 
laws of this state and has never had a 
population in excess of 900 persons; 
that it operates a municipal water sys- 
tem for the inhabitants of the town; 
that in 1918 it extended the water sys- 
tem to what is known and described 
as the “Amalgamated Sugar Compa- 
ny Suburban Tracts,” known locally 
and hereinafter referred to as the 
“Sugar Beet Row,” located outside 
of the corporate limits of the town; 
that the length of this extension out- 
side of the corporate limits is about 
2,200 feet; that such extension does 
not now and never has supplied water 
to any factory or other industry but 
solely for fifteen private dwellings 
originally, only twelve of which are 
now supplied with such water; that 
the defendants herein are the owners 
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or tenants of the owners of such 
dwellings or have some interest in the 
same; and that the town has never 
delivered water to said extension with- 
in or at the boundary line of the cor- 
porate limits of the town, but has de- 
livered the water at each individual 
dwelling house and has borne the chief 
operating expenses connected with said 
extension, 

The town alleges further that this 
extension was constructed of inferior, 
short-lived material which is worn out 
and in bad, leaking condition beyond 
repair and must be replaced; that this 
will cost about $4,700; that all of the 
water of the town is obtained by means 
of electric pumping at considerable 
cost; that the leaks in the extension 
increase the electric power bills and 
cause needless wear and tear on the 
pumping equipment, resulting in ex- 
cess cost of supplying and maintaining 
said extension over and above all rev- 
enue obtained therefrom; that the cost 
of operation, maintenance, and inter- 
est on the investment of the extension 
system, if replaced, will amount to 
nearly $400 per year while the average 
gross receipts from the extension will 
not exceed $275 per year ; that the fif- 
teen private dwellings in said Sugar 
Beet Row are over twenty years old; 
that no new dwellings have been con- 
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structed or are likely to be constructed 
in the future; that three of the fifteen 
dwellings have ceased to purchase wa- 
ter from the town and have installed 
private water supply systems; that it 
is possible that a part or all of the oth- 
er twelve will likewise discontinue us- 
ing water from the extension ; and that 
in addition to supplying water, the 
town furnishes fire protection to these 
dwellings by means of five fire hy- 
drants, without charge, at a continu- 
ing loss and expense to the town and 
its taxpayers. 

The town asserts that it was never 
authorized by law to extend its water 
system beyond its corporate limits for 
the purpose and in the manner de- 
scribed, and that in continuing the op- 
eration and maintenance of said ex- 
tension it is violating § 5040.1, Re- 
vised Codes of Montana, 1935; that 
the continuance of such extension will 
be imposing a burden of operating a 
utility at a loss upon its taxpayers ; and 
that if it replaces said extension, it will 
be in violation of law and said statute 
and that the operation thereof will be 
at a loss and a burden upon the tax- 
payers. 


The town prays that this Commis- 
sion make an order directing it to 
cease the operation and continuance of 
said extension of its water system 
without its corporate limits. 


These allegations were not denied 
by answer. At the hearing held by 
the Commission, the allegations of the 
complaint were substantially supported 
by the evidence. 

In 1918 the construction near 
Whitehall of a sugar beet factory re- 
quiring water was contemplated. It 
was agreed with the factory promot- 


125 


ers that the latter would construct 
an extension of materials equal in 
quality to that of the town’s water 
main. The factory was never com- 
pleted but instead the fifteen houses 
were constructed and were served with 
the water extension. The water was 
never used for sugar beet or other in- 
dustrial purposes. These houses have 
their own sewer system. 


The testimony disclosed that, where- 
as the water system of the town was 
constructed of cast-iron pipe, the ex- 
tension was constructed of steel casing 
with burlap and tar covering, with an 
anticipated life of about ten years. 
As a consequence, whereas the town 
system has required little or no repair- 
ing, the extension system has required’ 
constant repairing, running to an aver- 
age of about once a month, at consid- 
erable expense. At the present time, 
there appears to be more or less con- 
stant leakage, resulting in about ten 
pounds decreased pressure and in in- 
creased pumping. 

There appears to be no dispute as 
to the facts, although there was some 
difference of opinion as to the cost 
of construction of a new extension, 
and as to whether or not materials 
could be obtained now for wells in or- 
der to serve the remaining twelve 
dwellings, 

[1, 2] On these admitted material 
facts, the principal question before 
this Commission is one of law. Was 
the extension in 1918 of the water 
system about 2,200 feet beyond the 
corporate limits to the dwellings in 
Sugar Beet Row and the operation of 
the same and the delivery of water to 
these residences authorized by law; 
and, if not, does this Commission have 
49 PUR(NS) 
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authority to direct the town to con- 
tinue the operation thereof? 

It is a well-recognized rule of law 
followed by the Montana supreme 
court that a city or town has only such 
authority as is conferred upon it by 
express legislative declaration or nec- 
essary implication, and where there is 
a fair and reasonable doubt as to the 
existence of a legal power, it must 
be resolved against the municipality 
and the power denied. Davenport v. 
Kleinschmidt (1887) 6 Mont 502, 
527, 13 Pac 249; Helena v. Kent 
(1905) 32 Mont 279, 283, 80 Pac 
258; State ex rel. Quintin v. Edwards 
(1910) 40 Mont 287, 303, 106 Pac 
695; Helena Light & R. Co. v. Helena 
(1913) 47 Mont 18, 31, 130 Pac 446; 
Shapard v. Missoula (1914) 49 Mont 
269, 278, 141 Pac 544; Sharkey v. 
Butte (1916) 52 Mont 16, 19, 155 
Pac 266; State ex rel. Billings v. Bill- 
ings Gas Co. 55 Mont 102, 108, PUR 
1918F 768, 173 Pac 799. 

In 1918 the legislative authority to 
furnish water granted to a municipal- 
ity in Montana was found in Par. 79 
of § 3259, Revised Codes of Mon- 
tana, 1907, which reads as follows: 
“The city or town council has power: 

79. To adopt, enter into, and 
carry out means for securing a supply 
of water for the use of a city or town 
or its inhabitants.” 

It is clear that the authority of the 
town of Whitehall was limited in 
1918, at the time the extension was 
made, to supplying water to its in- 
habitants and that no power was 
granted to the furnishing of water to 
persons outside of the corporate lim- 
its. Attorney General Poindexter in 
1916 in an opinion given to this Com- 
49 PUR(NS) 


mission on a similar question (6 Op 
Atty Gen 457) held that neither the 
city council nor the Public Service 
Commission ‘had power to order the 
connection of water pipes to a water 
main construtced by a special improve. 
ment district to give service to persons 
outside of the district, for the reason 
that such power was not granted by 
statute and the inhabitants of the dis. 
trict were entitled to have the ful 
benefit of the investment. 

Most authorities hold that a mv. 
nicipal corporation authorized to own 
and operate a public utility has no 
power, in the absence of statutory au- 
thority, to furnish water beyond its 
corporate limits. The cases are col- 


lected in the annotations to Hyre y. 
Brown (1926) 102 W Va 505, 135 
SE 656, 49 ALR 1230, 1239, and 
Taylor v. Dimmitt (1935) 336 Mo 
330, 78 SW (2d) 841, 98 ALR 995, 


1001. This Commission in Re Laurel, 
PUR1921D, 817, recognized this 
view. The Commission said at pp. 
821-823: “We do not question the 
proposition that the city cannot be 
compelled to burden its public water 
utility by serving those persons who 
abut the city limits but are beyord the 
reach of the municipality's taxing 
powers. In this jurisdic- 
tion no other view is possible. ‘A city 
of this state is a creature of statute. 
Independently of legislation it cannot 
exist—cannot exercise any functions 
whatever. In the absence of constitu- 
tional limitations, the legislature 
would be free to prescribe for a city 
such powers and privileges as it 
deemed best.’ McClintock v. Great 
Falls (1917) 53 Mont 221, 163 Pac 
99, And see the Montana cases col- 
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lected in 13 MUR at pages 296 and 
297, . . . but we think it suf- 
ficiently appears from the foregoing 
that the municipal corporation is ex- 
pressly limited to serving ‘the city or 
town,’ and consequently that persons 
beyond the boundaries thereof have 
no lawful right to service. ; 
The enumeration of these specific ex- 
ceptions, however, strengthens the de- 
duction that the legislature has not 
endowed cities with the right to tur- 
nish water beyond their limits, or it 
would have mentioned the right 
among the extrajurisdictional powers 
expressly given cities. . . . The 
reason of course, is clear. To execute 
any power of city government pre- 
supposes the power to levy and collect 
taxes from its inhabitants and prop- 
erty within its jurisdiction to defray 
the expenses incurred in its execution. 
Since the city of Laurel may tax only 
the property within its limits, if it 
were allowed to extend its water serv- 
ice beyond those limits as a municipal 
undertaking, the intracity taxpayer 
would be carrying the burden not only 
for the city but for the outsider. Dyer 
v. Newport (1906) 123 Ky 203, 94 
SW 25. We have gone into this mat- 
ter at some length because we think it 
should be clear that the city’s water 
plant, must, by the laws of our state 
and on sound principle, be held to be 
dedicated to city service only, and no 
decision of the Commission’s should 
lend color to a contrary notion, or en- 
courage acts ultra vires.” 

[8,4] The Montana statute was 
amended by Chap. 71, Laws 1925, and 
Chap. 134, Laws 1929, so that the 
present law, § 5040.1, Revised Codes 
of Montana, 1935, reads: 


“The city or town council of any 
city or town within the state of Mon- 
tana, that owns and operates a mu- 
nicipal water system, to furnish water 
tc the inhabitants of such city or 
town, as a public utility, shall, in addi- 
tion to all others powers, have power 
to furnish water from such water 
system, to any factory, or other in- 
dustry, located within the corporate 
limits of such city or town, or to any 
factory or other industry located with- 
in 3 miles of the corporate limits of 
such city or town, at rates established 
for like use or service to the inhabi- 
tants or industries located inside the 
corporate limits of such city or town, 
provided that delivery of water by any 
such city or town to or for the use of. 
any factory or other industry located 
outside the corporate limits of such 
city or town shall be made within, or 
at the boundary line of the corporate 
limits of such city or town except as 
hereinafter provided.” 

Since the dwellings in Sugar Beet 
Row are not a “factory or other in- 
dustry,” they do not come within the 
exception; and there is no legislative 
authority permitting the town of 
Whitehall to supply water to them. 
This Commission has no authority or 
jurisdiction to compel a municipality 
to do something which it cannot legal- 
ly do. . This Commission has no power 
or authority to prevent a municipality 
from discontinuing a service which it 
is not authorized by law to perform 
and has no duty to perform. 

[5, 6] In Re Billings (1938) 23 
PUR(NS) 442, 449, this Commis- 
sion said: 

“Tt should, however, be distinctly 
understood that a municipality cannot 
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be compelled to furnish water to those 
residing outside its corporate limits, 
since to hold otherwise would be to 
require the taxpayer within the mu- 
nicipality to bear an unequal burden in 
paying for supplying water outside the 
municipality to those who are beyond 
the taxing jurisdiction of the munici- 
pality.” 

Moreover, the evidence shows that 
the operation of the present extension 
to Sugar Beet Row is a continuing 
loss to the town and its taxpayers, and 
that the operation of a new extension 
would also be operated at a loss. We 
are not here confronted with a situa- 
tion where a municipality wishes to 
dispose of surplus water at a profit to 
the city and its inhabitants and tax- 
payers. On the contrary, the water 


furnished to Sugar Beet Row is 
pumped by electric power at a financial 
loss, as well as a loss in water pres- 


sure; and the town wishes to discon- 
tinue the practice. Even though the 
town possessed the power to extend 
its water supply service beyond its 
corporate limits, it could not be com- 
pelled to do so at a loss. The Arizona 
Corporation Commission in Re Phoe- 
nix, PUR1929D 497, held that neither 
the governing body of a municipal 
corporation, nor the Commission, as 
the agency of the state, possessed the 
power and authority to impose upon 
the taxpayers of the municipal cor- 


poration the expense of operating , 
utility (streetcar line) in the suburban 
area at a financial loss, © 


We think that if this Commission 
should undertake to compel the town 
of Whitehall to operate its extension 
at a loss it would be depriving the 
town and its taxpayers of property 
without due process of law and con. 
trary to the Fourteenth Amendment 
to the Constitution of the United 
States and § 27, Art. 3, of the Mon- 
tana Constitution. 

The allegations of the complaint 
not being denied and the evidence sup- 
porting it-being undisputed, the Com- 
mission now finds that all of the alle- 
gations of the complaint filed by the 
town of Whitehall are true and are 
supported by the evidence. On these 
facts the Commission concludes that 
under the statute defining its powers 
and duties the town of Whitehall can- 
not be compelled to furnish water 
service to residents outside its cor- 
porate limits. 

This being true this Commission 
concludes further that it has no juris- 
diction or power to either compel the 
town to furnish water service to them 
or to prevent it from discontinuing 
such service and, therefore, since the 
town desires to discontinue same, no 
order of this Commission is neces- 
sary. 





49 PUR(NS) 
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THE EXECUTIVE WHO STOPS TO THINK cee 





Knows that «10% for War Bonds isn’t enough these days’ 4 


Workers’ Living Costs going up .. . and 
Income and Victory Tax now deducted at 
source for thousands of workers. . . 

Check! You're perfectly right . . . but all 
these burdens are more than balanced by 
much higher FAMILY INCOMES for most 
of your workers! 

_Millions of new workers have entered the 
picture. Millions of women who never 
worked before. Millions of others who 
never began to earn what they are getting 
today! 

A 10% Pay-Roll Allotment for War Bonds 
from the wages of the family bread-winner 
is one thing—a 10% Pay-Roll Allotment from 
each of several workers in the same family is 
quite another matter! Why, in many such 


This space is a contribution to 
America’s all-out war effort by 


PUBLIC UTILITIES FORTNIGHTLY 


cases, it could well be jacked up to 30%— 
50% or even more of the family’s new money! 

That’s why the Treasury Department now 
urges you to revise your War Bond thinking 
—and your War Bond se//ing—on the basis 
of family incomes. The current War Bond 
campaign is built around the family unit— 
and la “ap moe gore sales programs 
should be revised accordingly. For details 
get in touch with your local War Savings 
Staff which will supply you with all neces- 
sary material for the proper presentation of 
the new plan. 

Last year’s bonds got us started—vrhes 
year’s bonds are to win! So let's all raise our 
sights, and get going. If we all pull to- 
gether, we'll put it over with a bang! 


you've done your bit 


- now do your best! 
SE RR BRS TR 
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| Industrial Progress 


c Selected information about products, supplies and 


services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


Equipment Notes 


Water Resistant Treatment 
for Exterior Masonry 

The A. C. Horn Company of Long Island 
City, N. Y., one of America’s largest manu- 
facturers of materials for building mainte- 
nance and construction, announces the develop- 
ment of Waterfoil, a new, decorative water 
resistant treatment for exterior masonry sur- 
faces. One coat of Waterfoil has the equiva- 
lent thickness of three or four coats of average 
paint, the manufacturer reports. It is offered 
in five basic colors, providing a range of deco- 
rative effects while helping to preserve the 
structural integrity of the surface. 

Waterfoil contains no critical material. It 
does not contain linseed or tung oil, varnish, 
lacquer, or résinous emulsion, nor are volatile 
thinners used in its manufacture. It is claimed 
to be a totally new and scientific contribution 
to the protection of untreated exterior mason- 
ry surfaces. ‘ 


Maximum HS 
removal per [b. 


of Oxidel 
—_— 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 


moval...is not just a ‘‘satisfactory” purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings 


We'll be glad to tell youall about its remarkable 


record; just write a note on your letterhead to 


E. J. Lavino and Company 


Bertery 1528 Walnut St. 
ACTIVATED” 


v. y. 
<7 De 


Philadelphia 


Penna. 
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“Fire Warden” to Protect 
Wartime Coal Piles 


“Hot Spot Indicators,” which are now pro- 
tecting wartime coal piles by signalling a warn- 
ing of dangerous hot spots in time, have been 
supplemented by a new “fire warden”’—“Hot 
Spot Quenchers,” according to a recent an- 
nouncement of the manufacturer, Coal Special- 
ties Company, 50 Church Street, N. Y. 

Each Indicator watches temperatures with- 
in a horizontal radius of 10 feet, at 7 different 
levels. These Indicators, when spaced not fur- 
ther than 20 feet apart, afford positive protec- 
tion against spontaneous combustion developed 
without notice in any part of the coal pile. 

The Quenchers are inserted in coal piles 
where the Indicators have been withdrawn, 
They utilize readily obtainable dry ice which 
gives off freezing carbon dioxide gas, and put 
cut fires quickly and completely. 


New Gas Mask Insures Protection 


A new gas mask, the Protexall, which has 
the approval of the U. S. Bureau of Mines 
for respiratory protection against acid gases, 
organic vapors, ammonia, carbon monoxide 
and toxic smokes where there is sufficient oxy- 
gen present to support life, has been announced 
by American-LaFrance-Foamite Corporation, 
Elmira, N. Y. 

The facepiece is of specially molded rubber, 
It fits any face, and forms a gas-tight seal, 
Large contoured lenses of shatter-proof safe- 
ty glass give “full-view” vision. Dry, incoming 
air passes over the detachable lenses, prevent- 
ing fogging. The head harness is comfortable, 
and readily adjusted by swivel buckles, which 
do not interfere with the wearing of firemen’s 
helmets. 

The Protexall is furnished in a strongly 
constructed, metal reinforced fibre case, built 
to withstand moisture and hard usage. 


Removes Odors from Paint 


Ridsmel, a liquid paint deodorant which may 
be mixed with any paint, varnish, or enamel, 
has been developed by Holley Chemical Co., 
125 East 25th St., New York city. 

As the use of Ridsmel is said to completely 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 
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INVADERS TODAY...Trucks Tomorrow 


With horsepower below and firepower 
bove, Half-Tracks by Autocar lunge and 
lunge in war’s fiery cauldron... piercing 
nemy positions on the ground . .. pound- 
ng planes from the sky. They are powerful 
bull elephants, yet nimble as polo 
nies. For they are still Autocars 
++ @ preview of the power and 
tformance you may expect in 


Autocar Trucks when this global mess is 
cleaned up. In the meantime, let Autocar’s 
Factory Branches help youkeep your pledge 
to the U. S. Truck Conservation Corps. 


AUTOCAR 


MANUFACTURED IN ARDMORE, PA. 


S SERVICED BY FACTORY BRANCHES FROM 
% COAST TO COAST 
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Equipment Notes (Cont'd) 


eliminate usual paint odors, continuance oi 
normal activities are possible while premises 
are being painted, and absences due to allergies, 
nose, throat and eye irritations, etc., are elimi- 
nated. Its application is especially valuable 
when painting must be done indoors. 

One quart of the solution will neutralize 200 
gallons of paint, varnish, or enamel. Color, dry- 
ing, or durability of finishes are not affected 
by its use. 

Further information may be obtained from 
the manufacturer. 


¥ 


Catalogs &. Bulletins 


Flori Pipe Company 
Issues New Catalog 


An interesting illustrated book has just been 
issued by the Flori Pipe Company of St. Louis, 
a company long in the business of pipe fabrica- 
tion. It covers the various ways in which pip- 
ing can be used and lists present market prices 
for every conceivable kind and size of fabri- 
cated piping. 

A copy of this book may be obtained with- 
out charge, from department P-14 of the Flori 
Pipe Company, St. Louis, Missouri. 


Automatic Electric Issues 
Timely Paystation Catalog 


To provide telephone companies with up- 
to-date information on developments in pay- 
station service and apparatus, Automatic Elec- 
tric Company has issued a new catalog 
“Autelco-Equipped Gray Paystations.” : 

Pointing out that each paystation normally 
cafries as much traffic as several ordinary sub. 
stations, but with much smaller use of critical 
materials, the catalog suggests many iocalae 
for paystations in the average community, and 
stresses the importance of paystations in meet- 
ing the current telephone needs of military 
establishments, war plant areas, new housing 
projects, etc. 

The catalog illustrates and describes not 
only the wide range of paystation apparatus 
already generally familiar to operating com- 
panies, but also the new “60” series of pay- 
stations recently developed jointly by Auto- 
matic Electric and Gray engineers. These new 
paystations contain complete telephone trans- 
mission apparatus in addition to the paysta- 
tion mechanism, and therefore require no 
associated equipment units, except for a ringer 
or other signal when desired. 

Copies of the new catalog (No. 4078) are 
available on request from Automatic Electric 
Sales Corporation, Chicago, or the Gray 
Manufacturing Company, Hartford, Conn. 





SAFE-LINE 


WIRE ROPE CLAMPS 


DEALER 


TESTED and APPROVED for 
use on high tensile strength 
wire rope, by Underwriters’ 
Laboratories—official testing 
laboratories for insurance 
companies. 


ONE SAFE-LINE CLAMP is 
designed to hold any wire 
rope. It never slips. 


WIRE ENDS ENCLOSED. No 
needle-sharp wire ends, nuts 
and bolts exposed to injure 
workman's hands. 


STREAMLINED! Will not catch 
on clothing nor on mechani- 
ca! apparatus. 


Write for details of this — the only 


PERFECTED wire rope clamp on ff 


the market. Used by the Armed 
Forces and thousands of industries. 
Millions in daily use. 


NATIONAL PRODUCTION CO. 
4568 ST. JEAN AVENUE 
DETROIT 13, MICHIGAN 
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AR CONDITIONING CONTROLS * COMBINATION PRESSURE AND LOW WATER * BOILER FEED WATER PUMP CONTROLS 


MERCOID 


ROLS * VISAFLAME CLIGHT OPERATED CONTROL) 3 


riters’ 


A FAMILIAR CONTROL 


Mercoid has served the nation's peacetime control 
requirements for more than two decades. 


During these years, experience has demonstrated t 
correctness of the design and operation of Merco 
Controls. Their record of accurate and dependab' 
performance is the basis for their wide acceptan 
among engineers planning America's essential wa 
time production. 


The “familiar DA type control shown above, is a 
favorite with industry. The outside double adjustment 
feature and direct reading simplifies the setting and 
eliminates all guesswork, an important factor consid- 
ering new help in all plants. 
All Mercoid Controls are equipped exclusively with 
hermetically sealed corrosion-proof mercury switches, 
thus assuring positive operation and longer con 
life. Mercoid mercury switches are available to the 
trade for a variety of applications. A few types are 
iNustrated to the left. 
If you have a contro! problem involving the automatic 
control! of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 
WRITE FOR MERCOID CATALOG NO. G8, IT 
CONTAINS A LOT OF CONTROL INFORMATION 
THE MERCOID CORPORATION Ix 
ENUE, CHICAGO, ILLINOIS 
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OKER CONTROLS * THERMOSTATS # VAPOR VACUUM CONTROLS * TRANSFORMER-RELAYS * LEVER ARM CONTROLS 
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Catalogs & Bulletins (Cont'd) 
Seven Booklets on Present-day 


announced by the CP Range Division of the 
Association of Gas Appliance and Equipment 


Manufacturers. 

Advertising and publicity will be directed to- 
wards assisting gas companies, gas range deal- 
ers, and department stores to publicize “Gas 
for Cooking” and “CP Gas Ranges for Cook- 
ing Perfection.” 

In addition to trade publication advertising, 
an adver tising mat service is being made avail- 
able for use in local newspapers “by gas com- 
panies and retailers. The theme of these ready- 
to-print advertisements will be “Buy War 
Bonds Today for the CP Gas Range You'll 
Want Tomorrow.” 

The Certified Performance Gas Range Pro- 
Qualities of a Geuk boss gram was inaugurated by the gas industry 


These pocket-size booklets are published and back in 1938 to establish uniform high stand- 


distributed by Elliott Service Company, 219 ards for gas cooking appliances and to mba 
Fast 44th St ‘New York City 17 ay as a buying guide for the public. Many manu- 


facturers incorporated the Certified Perform- 
Pl ance features in their ranges and more than a 
million dollars was spent in promoting and ad- 
vertising the CP Seal. 

As a result of the CP Program, utilities and 
dealers alike reported increased unit sales of 
all Gas Ranges and substantial increase in the 
average selling price per range. 

Specifications of postwar CP Gas Ranges 

(Continued on page 42) 


Supervisory Problems 


To help industrial foremen meet wartime 
demands, Glenn Gardiner—an authority on 
foremanship training and industrial relations 
~-has written recently seven booklets that fore- 
men and supervisors will find valuable as an 
aid in their every-day operations. 

These books are entitled: 

How to Train Workers Quickly 
How to Handle Grievances 
How to Create Job Satisfaction 
How to Cut Waste 

How to Get Out More Work 
How to Correct Workers 


Manufacturers’ Notes 


CP Gas Ranges Promoted 
For Postwar Markets 

Looking forward to rich postwar markets, 
plans to keep Certified Performance Gas 
Ranges before the American public have been 





e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Smyly 
President 
ponseny Iron 


nge 
Sevaeese Co. 


IRON SPONGE and GOVERNOR Compo 
CHICAGO, ILL ELIZABETH 


Connelly 
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Folks working at our Robertshaw 
Thermostat plant are pretty busy 
these days cooking up a little dessert 
for the Axis—their “just desserts,” if 
you know what.we mean. Such indi- 
gestible little items, for instance, as 
hand-fuses for hand-grenades and 
primers, and ignition cartridges for 
rockets. Then there are boosters and 


shells and delicate but vital preci- 
sion instruments for airplanes—just 
what our boys need to dish out the 
right kind of dessert for Tojo, 
Mussolini and the smaller fry at 
Hitler’s table. 

That’s why our peacetime job of 
turning out Robertshaw Thermo- 
stats has been laid aside. What 
For High Achievement in the production of war equipment. 


thermostats are coming off our pro- 
duction lines are limited in number 
—just those called for by your Uncle 
Sam to supply official needs. That 
helps our engineering and research 
departments to keep pace with new 
developments that will mean newer 
and better Robertshaw Thermostats 
when victory banquets are in order. 


ROBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA. 
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Why dig through a 


PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 





L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick “43 
installation and easy taping. ae. 
Also sleeve type terminals, é sn 
screw type, shrink fit, etc. etc. - 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


‘PENN-UNION 


(on © 8. 525 55 On @ ei - | FITTINGS j 





Manufacturers’ Notes (Cont'd) 

are now being considered by the combineq 
Postwar Planning Committees of the Ameri. 
can Gas Association and the CP Gas 
Division of the Association of Gas Appliances 
and Equipment Manufacturers. 


Army-Navy “E” to Westinghouse 
Meter Division 


The Meter Division of the Westinghouse 
Electric and Manufacturing Company was te- 
cently presented the Army-Navy “E” pennant 
for “outstanding achievement in producing war 
equipment.” 

The award to the Division, which has pro- 
duced tremendous quantities of vital electrical 
instruments for the Air Corps, the Signal 
Corps aid the Navy, is the 11th Army-Navy 
“E” given to the Westinghouse company, — 
\ 


Silex Company Establishes Eastern, 
Western Division Offices 


The Silex Company, Hartford, Conn., manu- 
facturers of glass coffee makers, has established 
an eastern division sales office at 300 Fourth 
Avenue, New York city. William S. Cary, for 
nine years New York district manager, has been 
named assistant to the vice president in charge 
of this division. 

A western division sales office at 14-109 
Merchandise Mart Building, Chicago, IIL, has 
also been established with Walter S. Wormser, 
assistant to the vice president, in charge, 


G-E Appointment 


The appointment of Ralph J. Cordiner as 
assistant to the president of the General Elec- 
tric Company has been announced by Gerard 
Swope, president. 

Mr. Cordiner, who resigned in June as vice 
chairman of the War Production Board, was 
formerly president of Schick, Inc. of Stam- 
ford, Conn. prior to which he was manager of 
the appliance and merchandise department of 
the General Electric Company. 

Mr. Cordiner’s office will be at 570 Lexing- 
ton Avenue, N. Y. 


Philadelphia Electric Awarded 
First Prize for Advertising 

Philadelphia Electric Company has just 
been awarded first prize among all the public 
utilities companies in North America for pub- 
lic relations advertising. ; 

The selection was made by a special com- 
mittee of the Public Utilities Advertising As- 
sociation who reviewed the campaigns appear- 
ing over the signatures of public utilities com- 
panies in all parts of the United States and 
Canada. 

The winning campaign features former em- 
ployees of the Philadelphia Electric Company, 
both men and women, who are now in the 
Armed Services. The major illustration drama- 
tizes the service in which each particular em- 
ployee is serving whereas the employees 
photograph and biography appear in the an- 
other part of the ad. . 

Officials of the company report that this 
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ON WAR EMERGENCY PIPELINE CONSTRUCTION — 
WHERE SPEED and UNFAILING PERFORMANCE 


ARE DEMANDED “ a 
me pacar CLE VELANDS 


—s 


Compact—fast—flexible—and mobile "Clevelands'’ are easy to operate— 
tugged—and amply powered for the toughest tasks, they are delivering maxi- 
mum trench footage day in and day out, on ditching jobs in all types of soil 
and reducing to a minimum service interruptions on a multitude of war and civilian 
emergency projects. 


r 20100 ST. CLAIR AVE CLEVELAND, OHIO 


“CLEVELANDS’ Save More...Because they Do More 


|| Yow THE CLEVELAND TRENCHER COMPANY ‘ar 
\ Pioneor of tho Small Trencher Vr 
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campaign has accomplished a great deal in 
impressing upon the public of the Philadelphia 
area the fact that the utility company actually 
is made up of average individuals who are 
sharing with their neighbors the hardships of 
wartime. It is also reported that the advertis- 
ing has had a marked effect upon the morale 
of company employees. 

This prize winning campaign, which is 
handled by the Philadelphia office of the Al 
Paul Lefton Company, will continue through- 
out the year. 


Meter Company Executives 
Serve Country 


Four of the top executives of the Pitts- 
burgh Equitable Meter Company, Pittsburgh, 
Pa., are now active participants in various 
branches of governmental service. 

Colonel Willard F. Rockwell, president, has 
been serving as director of production for U. 
S. Maritime Commission in Washington, D. 
C., since April 7, 1942. In this capacity, he is 
in charge of the production requirements for 
cargo vessels ordered by the commission and 
must see that schedules are maintained. He 
is a member of the Executive Committee of 
the Army and Navy Munitions Board, the 
Material Requirements Committee and Sched- 
uling Committee of the W.P.B., as well as 
serving on numerous other committees. 

Allen D. MacLean, vice president and chief 

















DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 
Founder of Tree Surgery 


Evaluating Tree Trimming 


The measuring stick on tree trim- 
ming is the all-around satisfactory 
service you get for the dollars you 
spend—the total cost against the 
total results. On that basis Davey 
service is tops. 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KEMT, ON10 


| DAVEY TREE SERVICE 

















AUG. 19,1943.» 


engineer, is also in Washington with the Mari- 
time ‘Commission, serving as assistant director 
of praduction. 

Private W. F. Rockwell, Jr., vice president 
and comptroller, is in training at the Army 
Ordnance Officers’ School, Aberdeen Proving 
Grounds, Aberdeen, Maryland. ; 

Captain A. E. Higgins, vice president and. — 
sales manager, was recently commissioned 
major and assigned to active duty with the 
U. S. Air Corps. 


H. M. Harper Company Opens 
Philadelphia Office 


The H. M. Harper Company, manufacturers 
of everlasting fastenings, announces the open- 
ing of a branch office at 1617 Pennsylvania 
Boulevard, Philadelphia, Pa. Mr. George W. 
Ellis and Mr. Henry F. Mullaney are in 
charge. 

Mr. Ellis has been a Harper representative 
for approximately ten years. He is well known 
in the trade and is thoroughly familiar with 
the services which Harper is in a position to 
render. Mr. Mullaney joined the Harper or- 
ganization May 1, 1943, and has recently com- 
pleted an intensive training at the main Harper 
plant in Chicago. Previously Mr. Mullaney 
was in the employ of Cramp Shipbuilding 
Company, Philadelphia, and the Berger divi- 
sion of Republic Steel Company. 


D. D. Foster Appointed Sales Head 
Pittsburgh Equitable Meter Company 


Announcement has been made by Major A. 
E, Higgins, vice president of the Pittsburgh 
Equitable Meter Company, who is now in ac- 
tive service in the Army Air Corps, of the ap- 
pointment of Donald D. Foster as assistant 
sales manager. 

Mr. Foster formerly was district manager 
for the Pittsburgh territory. In his new ca- 
pacity he will be acting head of the sales di- 
visions for both the parent concern and sub- 
sidiary, the Merco Nordstrom Valve Com- 
pany. 


Two Westinghouse Vice Presidents Elected 


Election of two district managers as vice 
presidents of the Westinghouse Electric and 
Mfg. Co. has been announced by A. W. Rob- 
ertson, chairman of the company. They are 
Fred T. Whiting, manager of the company’s 
northwestern district, with headquarters in 
Chicago, and Charles "A. Dostal, Pacific Coast 
district manager, with headquarters in San 
Francisco. Duties and headquarters of both 
men are unchanged. 





“MASTER*LIGHTS" 
® Portable Battery Hand Lights. 
© aepusr Car Koof Searchlights. 


© Hospital Emergency Lights. 


CARPENTER MFG. CO. 
197 Sidney St., 


"MAS stienTemaneks” 
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EGRY BUSINESS SYSTEMS COMPRISE: — 


EGRY SPEED-FEED. May be attached to any 
standard make typewriter in one minute, and 
with Egry Continuous Forms, doubles operator 
output. One machine does the work of two. 


EGRY TRU-PAK Register speeds the writing of 
all handwritten records. Assures complete con- 
trol over every business transaction. 


EGRY ALLSET Forms, the modern single set 
forms for speed writing all business records. 
Individually bound sets, interleaved with one- 
time carbons. ALLSETS are ready for imme- 
diate use for typed or handwritten forms. 


EGRY CONTINUOUS Forms increase the out- 
put of operators by 50% and more because they 
eliminate time-consuming operations. Furnished 
with or without interleaved one-time carbons. 


AND in addition to the above, there are others 
you'll want to know more about. 











ELD FEED 


The shortage of typewriters and competent 
operators will be compensated for if you use 
Egry Business Systems. In thousands of in- 
stances Egry Speed-Feeds and Egry Continuous 
Forms enable operators to produce twice as 
much work as they did before with the typewrit- 
er alone and ordinary loose forms and carbons. 


Other Egry Business Systems for handwritten 
records are equally important. Investigate today. 
You'll be surprised at the amount of time you 
will save when you use Egry Business Systems. 
More detailed information will be sent on re- 
quest, or free demonstrations may be arranged 
at your convenience. There’s no cost or obliga- 
tion, of course. Address Department F-819. 


Sales agencies in principal cities. 


HE EGRY REGISTER COMPANY ©® Dayton, Ohio 


Egry Continuous Forms Limited, King and Dufferin Sts., Toronto, Ontario, Canada. 


RY TRU-PAK 





This page is reserved under the MSA PLAN ( Manufacturers Service Agreement) 





Public Utilities Fortnightly 








BIG PUSH CALLS FOR STEEL 














crap faster... 
Win sooner! 


With Axis morale sinking faster 
under every bombing . . . with the 
fortress of Europe cracking ahead 
of schedule . . . we’re setting up 
the Axis for the final hay-maker! 


That means an advance behind a 
curtain of shrieking steel . . . con- 
tinuous barrages blasting our en- 
emies round-the-clock until they 
say Uncle! 


The Time Is Now 


So our war planners have flashed 
an urgent message to keep the steel 
coming. And remember, half of the 
huge production will be scrap. Will 
we make itP Of course we will! 


We'll make it because every ton, 
pound and ounce of that steel scrap 
now so urgently needed will help 
to shorten the war by just that many 
days, hours and minutes! 


We'll make it because that means 
saving the lives of so many dear to 
us who are out there somewhere 
today, getting set for the big push. 


If you have done a successful sal- 
vage job at your plant, send details 
and pictures to this magazine. 


Be Wise—Organize! 


So organize your scrap drive... 
make it a continuous operation... 
in charge of a square-jawed execu- 
tive with authority to keep it roll- 
ing! 


And segregate your steel types, 
wherever possible, according to al- 
loys and grades. It will save time 
all along the line . . . get your steel 
into the fight faster! 


No matter how many times you 
have looked ... look again . . . and 
keep right on looking! For only 
then will the furnaces be able to 
push capacity to the limit... 


BUSINESS PRESS INDUSTRIAL 
SCRAP COMMITTEE 


Room 1310, 50 Rockefeller Plaza, 
N. Y. C. 


SEND FOR PRIMER OF INDUSTRIAL 
SCRAP TO HELP YOU TACKLE THE 
SALVAGE PROBLEM. 
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For Top Air Output With a Real Load on the Line Use 


 BDAVEY INDUSTRIAL COMPRESSORS 


ll. 


a If you were to listen to what shop main- _ replacements are needed. These rugged 
i. tenance men say, time after time you economical compressors have proved 
‘1 would hear statements like this: their ability in countless types of work 
—and their economy is assured by 


“Power requirements for that DAVEY 
GUARANTEED LIFETIME VALVES. 


ou 
ad 


ly our plant. Elimination of water cool- 
to 


are much lower than for other types in 


DAVEY Stationary Compressors fit 
‘ ° 39 
of a a ee almost every industrial need, from 40 to 
That’s why so many factories, mills and —-125 Ibs. per square inch pressure. Write 


L shops are switching to DAVEY Air- for booklet “Save With DAVEY Com- 


Cooled Industrial Compressors as ___ pressors.” 


a, 
Some distinguished users of DAVEY 
AL Compressor equipment 
Black & Decker Company % Lamson Sessions Company * 
4E Michigan Consolidated Gas Co. 4 Stone Creek Brick Co., 
Stone Creek, Ohio Texas Boller & Sheet Iron Works 
* W.K. Frew Coal Co., Taylor, Pa. 
ale 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANOISOO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 











ae Ford, Bacon & Davis, So 


CONSTRUCTION 


OPERATING COSTS Engineers 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 


INTANGIBLES 











GANNETT, EASTMAN & FLEMING, INC. 
ENGINEERS 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS _ 
Steam, Blectric,; Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, : spss : Rates, Research, Reports, 
Operating Betterments, Serving Utilities and mrpeeetcond Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 
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J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Ustilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON «© NEWYORK ¢ CHICAGO ee HOUSTON e¢ PITTSBURGH 
SAN FRANCISCO e¢ LOS ANGELES 








THE J.G. WHITE ENGINEERING CORPORATION 
DESIGN © CONSTRUCTION © REPORTS © APPRAISALS 
80 BROAD STREET, NEW YORK 

















BARKER & WHEELER, ENGINEERS BLACK & VEATCH 


tg AND CONSTRUCTION — OPERATING CONSULTING ENGINEERS 
ENTS — COMPLETE OFFICE SYSTEMS — A ‘ P ; 
ppraisals, investigations and re- 
MANAGEMENT — APPRAISALS — RATES ports, design and supervision of con- 
11 PARK PLACE, NEW YORK CITY seen of: Sis Cee ree 
36 STATE STREET, ALBANY, WN. Y. 4706 BROADWAY KANSAS CITY, MO. 
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PROFESSIONAL DIRECTORY (concluded) 
EARL L. CARTER A. S. SCHULMAN ELEcTrRIc Co, 


Consulting Engineer Contractors 


REGISTERED IN INDIANA, NEW YORK, OHIO, ie 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY TRANSMISSION LiINES—UNDERGROUND Distpr 


Public Utility Valuations, Reports and BUTION — Power Station — INDUSTRIAL — 
Original Cost Studies. CoMMERCIAL INSTALLATIONS 
910 Electric Building Indianapolis, Ind. 








537 SoutH DEarsorN ST. Curcaco 














JACKSON & MORELAND 


ENGINEERS J. Ww. W OPAT 


Consulting Engineer 
PUBLIC UTILITIES—INDUSTRIALS f ee 
RAILROAD ELECTRIFICATION Construction Supervision 
DESIGN AND SUPERVISION VALUATIONS -  Appraisals—Financial 
ECONOMIC AND OPERATING REPORTS Rate Investigations 


BOSTON NEW YORK 1510 Lincoln Bank Tower Fort Wayne, Indiana 


JENSEN, BOWEN & FARRELL | [temewsatos te on proteins Dioen 


‘ may be obtained at very reasonable rates, 
Engineers Kindly address inquiries to: 
Ann Arbor, Michigan ADVERTISING DEPARTMENT 
Appraisals - Investigations - Reports Public Utilities Fortnightly 
in connection with : 1038 Munsey Building 














rate inquiries, depreciation fixed capital P 
reclassification, original cost, security issues. Washington 4,D.C 

















ing requirements. Thanks to this cooperative : EOes 


ur meters will again ploy their 





SANGAMO ELECTRIC COMPANY 


(eae oF 
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VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RADIO 


D CABLE 


CARRIES CURRENT 
FOR LIGHT AND 
POWER ON EVERY 
FIGHTING FRONT 
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CRESCENT INSULATED WIRE & CABLE Co. 
Factory: TRENTON, N. J.—Stocks in Principal Cities 


@1aVv9 GIYOWUV 


RESCENT ENDURITE SUPER-AGING INSULATION »- WEATHER-PROOF WIRE 
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ence. Their products and services cover a wide range of utility needs. 
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*Aluminum Co. of America 
American Appraisal Company, The 
Autocar Company 
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Babcock & Wilcox Co., The 

Barber Gas Burner Company, The 
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From the Early Period 
of the Telegraph tothe present 
remarkable development inthe field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable and 
permanent insulation known 


THE KERITE Wistt&h2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 


/ ; . 
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MORE “ELECTRIC-STEEL” TONNAGE with less i 
of power has been made possible by automa 
positioning of furnace electrodes with the use of & 
amplidynes. The motors which move the électroj 
are separately excited by amplidynes. These am 
dynes, in turn, carry out the ‘‘orders’’ of an autom; 
control circuit so as to maintain constant current 
the electrodes. A complicated system of relays a 
contactors is avoided. 


IMPROVED RADIO OPERATION for the armed forces 
is one important benefit made possible by a new water- 
repellent coating developed by G.E. and applied to 
ceramic insulators. The treatment is effective on any 
ceramic surface where a film of moisture tends to form 
under high-humidity conditions, causing electric sur- 
face-leakage. It is nine times as effective as wax coat- 
ings previously used. This treatment is expected to 
- have valuable future uses outside the electrical field. 


GREATER PROTECTION of continuity of sefvice 
40-kv to 69-kv lines is made possible with the newG 
medium-pressure gas-filled .cable. This extension 
the operating range of “‘GF’’ cable provides all 
advantages of low-pressure gas-filled cable—whi 
has given years of satisfactory service on circuits im 
10 to 40 kv. The key factor which makes thisa 
medium-pressure cable a success is an increast 
internal pressure to approximately 40 Ib per sq in. 





ATTENTION— ELECTRICAL ENGINEERS. Conservation of America's power resources 
—and man power—calls for putting new electrical ideas to work throughout 
industry. @ In finding new solutions to electrical problems, you can count on the 
co-operation of General Electric. The ideas shown here are just a few of many 
samples. @ Engineering aid is available on any job that can help win. the war. 


GENERAL ELECTRIC COMPANY, SCHENECTADY, NEW YORK 


GENERAL & ELECTR! 





